Profitability and Financial Feasibility of Major Capital investments: A Computer Program by LaDue, Eddy L. & Casler, George L.
December 1983 A.E. ^ ©$. S3-23
Profitability and Financial Feasibility 
, of Major Capital Investments:
A Computer Program
NEWPLAN PROGRAM 50 
FORM 4
Department of Agricultural Economics 
Cornell University Agricultural Experiment Station 
Hew York State College of Agriculture and Life Sciences
A Statutory Collage of the State University
Cornell University, Ithaca, New York 14853
ft Is the policy of Cornell University actively to support equality 
of educational and employment opportunity. No person shall be 
denied admission to any educational program or activity or be 
denied employment on the basis of any legally prohibited dis­
crimination involving, but not limited to, such factors as race, 
color, creed, religion, national or ethnic origin, sex, age or 
handicap. The University is committed to the maintenance of 
affirmative action programs which will assure the continuation 
of such equality of opportunity.
Profitabi1ity and Financial Feasibility 
of Major Capital Investments: A Computer Program
INTRODUCTION
Modern farm businesses frequently require major change, often involving 
large capital investment, if they are to be kept competitive. The managers of . 
these businesses must be continually searching out and analyzing alternatives to 
determine which changes may be profitable and when needed changes should be made. 
Many of the investments that should be analyzed have characteristics that make 
appropriate analysis difficult. These include:
1. A multiperiod life with expenses and income unevenly distributed 
throughout the life.
2. A number of different individual investment items (machines, 
buildings, land parcels and groups of animals) with different asset 
lives and tax status.
3. A large enough potential effect on income to move the business 
owners through several marginal tax rates.'
4. Differential susceptibility to the impact of inflation.
5. Complex financing and refinancing requirements resulting in major 
changes in debt service committments.
The major capital investment computer program discussed in this publication 
1s designed to assist with the analysis of investments having some or all of 
these characteristics. The program has three parts:
1. Computation of the net present value of proposed investments or "will
the investment be profitable?"
2. Financial feasibility or "will the business generate enough revenue to
make the debt payments?"
3. A budget generator for dairy herd expansion proposals.
The net present value section of the program calculates the annual income 
and expense flows that could be expected to be generated by an investment, 
converts these flows to an after-tax basis and discounts the after-tax flows to 
determine the expected gain or loss (net present value) that would result if the 
investment were made. Input for the model includes the characteristics of the 
individual investment items, the cash flows to be generated by the investment, 
tax status and the opportunity cost of capital. Output Includes the net present 
value of the investment and a summary of the flows generated by the Investment. 
The net present value section of the model assumes that the capital to acquire 
investment items flows out at the time each item is required. Therefore 
principal and interest payments are not included in these cash flows.
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Th® financial feasibility section of the program calculates the payments 
required to service all debt and computes whether the business, including the 
investment under consideration, generates enough revenue to make the payments on 
the current debt plus payments on additional debt capital needed to acquire the 
proposed investment. A1ternatively, the program will make the same calculations 
for only the added investment being evaluated.
The dairy budget generator may be used to generate cash flows for dairy herd 
expansions 1n situations for which base year information is available. It cannot 
be used for non-dairy alternatives nor for cases where data for a base year of 
dairy farm operations are unavailable.
The program is specifically designed to handle the peculiarities of dairy, 
orchard and vineyard investments. Investments for other types of agriculture are 
handled by straightforward discounted cash flow techniques.
If the user wishes to 1nclude inflation 1n the analysis, any 1nvestment or 
cash f 1 ow item may be inflated by changing the appropriate assumption.
This publication is designed to assist a user of the major capital invest- 
ment computer program in making appropriate input entries and interpreting the 
results. The first section of the publication explains Input entries, indicates 
possible error messages and explains the results. Table 1, indicating the values 
assumed by the model, is placed at the front of the publication for easy access. 
Use of this table is explained under modification of assumptions. Table 6 indi­
cates the parameters used by the model. These parameters are values that are 
used by the model but cannot be changed by the user. Table 6 appears at the end 
of the first section on page 47.
The second section contains two examples of the use of the program. (1) A
dairy farm expansion using the budget generator and (2) An 1nvestment 1n vineyard 
development.
INSTRUCTIONS FOR PREPARING DATA
. To prepare data for input to the computer, the data relevant to the problem 
being analyzed are entered on an Input form. When entering data on the input 
form, the number of digits and placing of the decimal must conform with the 
spacing indicated on the input form. The number of digits (numbers) cannot 
exceed the number of spaces available. Decimal points cannot be added or moved. 
Fractions must be entered in decimal form. If negative numbers are to be
entered, the minus sign (-) that must be entered will use one of the available 
spaces.
Table 1. VALUES ASSUMED BY THE MODEL
Assumed
Value
Assumption
Code Definition
General Model Assumptions:
40.0 56 Percent that the price of the yearlings purchased is, 
of cow purchase price.
100.0 57 Percent of added yearlings that will be purchased 
(whenever cows are purchased, sufficient yearlings 
will be added to provide replacements required in the 
year after purchase).
90.0 58, Percent that price of raised animals is of the price 
of purchased animals.
12.0 01 Calf price as a % of cull cow price.
40.0 02 Calves sold as % of cow numbers.
5 139 Recovery class for trees and vines.
10.0 04 Federal investment tax credit rate (percent).
6.0 05 State investment tax credit rate (percent).
$1000 130 Federal personal exemption.
$ 800 131 State personal exemption.
$2500 137 State standard deduction.
60 132 Federal capital gains rate {% excluded).
60 133 State capital gains rate {% excluded).
60 140 Capital gains rate {% excluded) for terminal value 
calculations (only).
1 88 Are state taxes to be calculated (1 - yes, 0 = no 
state tax).
0.0 54 Rate (%) by which investment items, living expense 
and cash flows are infl ated.
0-98 - Purchased buildings, equipment, land,
purchased cattle, cull cattle, orchard and 
vineyard establIshment and development 
costs, living expenses and cash flow are 
1nflated at rate entered.
99 = These investment items are inflated by the 
rates indicated in assumptions 6 through 10,
134, 135 and 138.
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Table 1. VALUES ASSUMED BY THE MODEL (continued)
Assumed
Value
Assumption
Code Definition
General Model Assumptions:
7.0* 06 Inflation rate on buildings.
7.0* 07 Inf1ation rate on equipment.
6.5* 08 Inflation rate on purchased cattle.
6.0* 09 Inflation rate on purchased 1 and.
6.6* 10 Inflation rate on cull cattle.
6.6* 135 Annual rate of infl ation in cash flows generated by 
the investment (lines 28-37), by the rest of the 
business (line 81a, used when budget generator not 
used), and in nonfarm income.
6.6* 138 Inflation rate on orchard and vineyard establ1shment 
and development costs.
0 127 Investment tax credit basis reduction option.
0 = Basis is reduced by one-half Federal investment
credit taken and rate is 1ndicated by assumption
04.
1 = Basis is not reduced by ITC taken. ITC rate 1s
assumption 04 minus assumption 128.
. 2
128 Reduction in ITC rate (percentage points) when basis 
is not reduced by one-half Federal ITC taken. (ITC 
rate is reduced instead of reducing basis).
Financial Feasibility Assumptions:
6.6* 134 Annual rate of inflation on living expenses (used 
with financial feasibility only).
0 125 Type of financial feasibility analysis conducted.
0 = Feasbillty of entire business including the 
investment.
1 = Feasibility of the investment by Itself.
126 Number of years for which replacement of existing
machines will be avoided because the new investment 
1s made.
129 Percent of livestock sales generated by the
1nvestment that qualifies for capital gain treatment.
* These values are used only if assumption 54 1s set at 99. However, if these 
assumptions are changed under "modification of assumptions," the rate entered 
will be used even if assumption 54 is set at zero or 99.
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Table 1. VALUES ASSUMED BY THE MODEL {continued)
Assumed Assumption
Value Code Definition
Dairy Budget Generator Assumptions:
1* 0 55 Year for which budget data are to be printed out (for
touch-tone terminals).
0*0 11 If 0.0, labor cost will increase to value entered on
line 52 with the annual increase proportional to the 
increase in herd size.
If 1-5, total increase from base year cost to value 
entered on line 52 occurs in year 1, 2, 3, 4 or 5, 
i.e., 1 indicates increase occurs in year 1.
$100 53 Minimum level of purchased feed per cow (crop sales 
cannot be used to offset this portion of feed bill).
$270 12 Cost of feed value provided by an acre of corn (90 
bu. at $3).
$200 13 Cost of feed value provided by an acre of hay crop 
(2.5 tons at $80).
$120 14 Cost of feed value provided by an acre of other feed 
crops (60 bu. oats at $2).
0.0 15 If value is 0.0, feed-crop sales will be used to off
set additional feed purchases required when acres per 
cow decline. If value is 1.0, feed costs will be in­
creased by the value of the additional feed purchases 
required and feed-crop sales will not be reduced.
$ 25 16 Minimum increase in machine repair cost for each cow
Increase in herd size.
100.0 17
25.0 18
Maximum percent increase in auto expense. 
Fertilizer and lime costs on hay as a percent of
50.0 19
100.0 20
21
Fertilizer and lime costs on other feed crops as a 
percent of corn.
Fertilizer and lime costs on nonfeed crops as a 
percent of corn.
Seeds and plants cost on hay as a percent of corn.50.00
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Table 1. VALUES ASSUMED BY THE MODEL (continued)
!
Assumed
Value
Assumption
Code Definition
Dairy Budget Generator! Assumptions:
100.0 22 Seeds and pi ants on other feed crops as a percent of 
corn.
100.0 23 Seeds and plants cost on nonfeed crops as a percent 
of corn. r
50.0 24 Spray and other costs on hay as a percent of corn.
25.0 25 Spray and other costs on other feed crops as a 
percent of corn.
100.0 26 Spray and other costs on nonfeed crops as a percent 
of corn. "
20.0 136 (Minimum percent change in herd size before milk 
production level changes take effect.
1.0 27 Percent decline In milk production per 10 percent 
increase 1n herd size over the percent Indicated in 
assumption 136 (enter negative value if production is 
to increase).
3.0 28 Years to recover from decline in milk production due 
to expansion (maximum of five years, enter 9 if 
recovery not expected to occur).
83 »87 Budget assumptions used to calculate taxes, insurance 
and land, buildings and fence repair when market 
value of real estate before Investment is zero (i.e. 
line 61b = 0).
$1.04 83 Land, buildings and fence repair expense per $100 
real estate Investment.
$1.75 84 Real estate taxes per $100 real estate value.
0.5 85 Insurance cost per dollar Investment for cattle and 
machinery as a percent of that for real estate.
$1500 86 Value per cow of existing herd.
$1075 87 Machinery investment per cow.
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Table 1. VALUES ASSUMED BY THE MODEL (continued)
Assumed Assumption
Value Code Definition
Dairy Budget Generator Assumptions:
30-52 Can be used to specify any particular item in the
generated budget. The value entered will be used for 
all years (will be inflated if inflation 1s used).
Code Item Code Item Code I tent
30 Labor 38 Vet and medicine 46 Rent
31 Feed 39 Other dairy expense 47 Telephone & 
Electric
32 Machine hire 40 Lime & fertilizer 48 Mi sc, exp.
33 Machinery repair 41 Seeds and plants 49 Milk sales
34 Auto expense 42 Spray and other 
crop expenses
50 Livestock sales
35 Gas and oil 43 Land, bldg., & fence 
repair
51 Crop sales
36 Purchased livestock 44 Taxes 52 Mi sc. receipts
37 Breeding fees 45 Insurance
0.0 29
59-82
6,6 59
Indicates rate by which dairy budget cash flows are 
to be inflated.
0-98 = All items listed in assumptions 59-82 will be 
inflated by the rate entered.
99 - Inflation coefficients indicated in assump­
tions 59-82 will be used.
Used to specify the rate of inflation {%} for all 
items in the cash flow budget. The values listed 
will be used only if assumption code 29 is set at 99. 
If assumption code 29 is set at 99, the values listed 
will be used for all items except those specifically 
set at other rates by additional entries under input 
section X, “Modification of Assumptions”.
Land rental rate {line 63). See assumption 76.
7.1 60 Labor
6.6 61 Feed
62 Machine hire7.0
Assumed Assumption
Value Code Definition
Dairy Budget Generator Assumptions:
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Table 1. VALUES ASSUMED BY THE MODEL (continued)
7.0 63 Machinery repair
7.0 64 Auto expense
7.5 65 Gas and oil
6.5 66 Purchased livestock
6.2 67 Breeding fees
5.5 68 Vet and medicine
8.4 69 Other livestock expense
4.6 70 Lime and fertili zer
6.6 71 Seeds and pi ants
3.6 72 Spray and other crop expense
10.0 73 Land, building and fence repair
6.6 74 Taxes
6.6 75 Insurance
6.6 76 Rent (base year rent only). See assumptl
9.5 77 Telephone and electriclty
6.6 78 Miscellaneous expenses (year 6 and later)
6.6 79 Milk sales
6.6 80 Livestock sales
6.6 81 Crop sales
6.6 82 Miscellaneous 1ncome (year 6 and later)
Table 1. VALUES ASSUMED BY THE MODEL (continued)
Assumed Assumption
Value Code Deflni t1on
Tax Rate Assumptions:
89-124 Marginal state tax rate
Taxable Income
over
but not 
over
2 89 $ 0 $ 1,000
3 90 1,000 2,000
3 91 2 ,000 3,000
4 92 3,000 4,000
4 93 4,000 5,000
5 94 5,000 6,000
5 95 6,000 7,000
6 96 7,000 8,000
6 97 8,000 9,000
7 98 9,000 10,000
7 99 10,000 11,000
8 100 11,000 13,000
9 101 13,000 15,000
10 102 15,000 17,000
11 103 17,000 19,000
12 104 19,000 21,000
13 105 21,000 23,000
14 106 23,000 25,000
14 107 25,000 27,000
14 108 27,000 29,000
14 109 29,000 31,000
14 110 31,000 33,000
14 111 33,000 36,000
14 112 36,000 40,000
14 113 40,000 44,000
14 114 44,000 50,000
14 115 50,000 60,000
14 116 60,000 72,000
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Table 1. VALUES ASSUMED BY THE MODEL (continued)
Assumed Assumption
Value Code Definition
Tax Rate Assumptions:
89-124 Marginal state tax rate
Taxabl e Income
but not
over over
14 117 72,000 84,000
14 118 84,000 100,000
14 119 100,000 120,000
14 120 120,000 140,000
14 121 140,000 160,000
14 122 160,000 180,000
14 123 180,000 200,000
14 124 200,000
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EXPLANATION OF INPUT DATA
(See examples on pages 49 and 83)
At the top of the input form, space 1s provided to enter the PROGRAM number, 
NAME of the person for whom the analysis is being made, and an INVESTMENT 
description. The program number consists of two parts. The first three digits 
are the number of the program, 050. The last two digits indicate which input 
form is being used. Thus, if form 4 is being used, the appropriate entry would 
appear as: PROGRAM 0 5 0 0 4
The NAME may use up to 24 characters and the INVESTMENT DESCRIPTION may use 
up to 40. Each letter, number, period, dash and space count as a character. In 
identifying the investment item it is suggested that you be as descriptive as 
possible about the particular investment being considered and the problem being 
analyzed.
Section 1. Planning Period
la. Enter the number of years to be used in evaluating the invest­
ment. The maximum pianning period length is 25 years. Fractions 
of years cannot be entered.
Section II. Building Investment Information
All information on buildings or other depreciable real estate, such as trees 
in an orchard you are considering for purchase, should be entered in this 
section. Space is provided for three sets of bulldings and/or depreciable real 
estate. If more than three buildings are included in the investment, they should 
be reduced to three groups by combining items with similar characteristics, i.e., 
similar life, salvage value, and cost recovery class. In the discussion below, 
and on the input form, the word buildings is used to denote buildings and/or 
other depreciable real estate. The line to the right of Item or Group is used 
only for user identification. It is not entered into the computer.
2a. Enter the total cost of the building or buildings in group A.
2b. Enter the year the buildings in group A are to be purchased. If they 
are purchased at the beginning of the pianning period, enter zero; if 
they are purchased one year from the beginning of the planning period 
(or at the beginning of the second year), enter 1. In general, enter 
the number of years from the beginning of the pianning period until the 
building is purchased.
2c. Enter the recovery class for the item. This is the recovery class from 
the accelerated cost recovery system or ACRS. If the item is not 
depreciable, enter "00."
3a. Enter the code for the ACRS recovery option to be used for this 
investment group.
3b. Enter the code for the ACRS recovery option on the replacement. If item 
is not to be replaced, enter "O'1.
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3c* 1?ve^tment qualifies for Federal Investment tax credit, enter
1 ; if 1t does not, enter "0".
3d' iJf for state 1"vestl,ent tax cred1t> enter ''i'';
3e,
3f.
4a.-5f. 
6a.-7f.
If the building 1s to be replaced, enter the number of years It 1s to 
be used before replacement. Buildings with a life shorter than the 
planning period will be rep!aced the number of times required to com- 
poo ® V? J'KSIS? "er1odv l f ? bull ding 1s not to be replaced, enter
the item wi^lith"9 ’h J? b? reP1aced< tbe model will assume that 
Jhf+ either physically last for the entire planning period or
that the item is no longer required after 1t wears out- Care should be 
exercised in coordinating the planning period length selected 1n line 
la. with the length of life appropriate for the bulldlpgs constructed.
Enter the salvage percentage to be used. Salvage percent should re-
Ile^ L ^ L esri'?ted m®r^et.value <1n year 0 dollars) of the Investment
at the end of Its period of use. This percentage should be entered
nf nnn°H non"deP!"eciabl e <tens since the value used for terminal value 
of non-depreciable items is the salvage value. The salvage value
o°Lused for dePrec!ati°n purposes (salvage value 1s disre­
garded for ACRS purposes) but 1s used as an estimate of true market 
value at the end of the Investment's life. Enter value In year 0 dol-
i l  j 1! values are being Inflated the Inflated value will be cal- 
culated by the computer.
TH®?* l!na s « r es?2nd exact1y with lines Za.-3f. except that they apply to building Item or group B. y
These lines correspond exactly with lines 2a.-3f. except that they 
apply to building item or group C. v y
NOTE: If you are considering an Investment to develop an orchard or
vineyard, use Section IV B to input data on development costs. How­
ever, the^investment 1n the trellis should be entered in Section II 
because it can be depreciated immediately rather than waiting until the 
orchard or vineyard begins producing.
Section III. Equipment Investment Information
**A11 m!chine!7  and equipment Investment information should be entered in thi 
section. Space is provided for three sets of equipment. If more than three 
equipment Items are included in the investment, they should be reduced to three
groups by combining Items with similar characteristics, 1.e. similar Hfe cost 
recovery class, Investment credit status. 1 ar 11re* cost
8a.
?0S!: ?f ?3u1Pment It™ or 9r°up A. This should Include 
transportation, Installation or other costs where applicable. If items
ofathe,tMH2tf r ? h SeiHewSOll aHe to be traded 1n* the fa ir  market value of the trade-in should be added to the boot price to get the actual
cost. Include only equipment Items which are part of the Investment. 
■■made°or1not!!de 1t6mS that w111 be purchased whether the Investment 1s
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8b, Enter the year that equipment item or group A 1s purchased. If it is 
purchased at the beginning of the planning period, enter zero. If it 
is purchased In later periods, enter the number of years from the 
beginning of the planning period until the item is purchased,
8c. Enter the recovery class for the Item. If the item is non-depreci- 
able, enter "00".
9a. Enter the code for the ACRS recovery option to be used for this 
investment group.
9b. Enter the code for the ACRS recovery option on the replacement. If 
item is not to be replaced, enter n0".
9c. If the equipment item or group qualifies for Federal investment tax 
credit, enter "l11; if it does not enter "0".
9d. If the equipment item or group qualifies for State investment tax 
credit, enter "1"; if it does not, enter "0".
9e. If the equipment item or group is to be replaced, enter the number of 
years it is to be used before replacement. Equipment with a 1ife 
shorter than the pianning period will be replaced the number of times 
required to complete the planning period.
If the equipment item is not to be replaced, enter u0". If an 
equi pment item is not replaced the computer program will assume that 
the item will either physically last for the entire planning period or 
that the item is no longer required after it wears out.
9f. Enter the salvage percentage to be used. Salvage percent should re­
flect the estimated market value {in year 0 dollars) of the investment 
at the end of its period of use. This percentage should be entered 
even for non-depreciable items since the value used for terminal value 
of non-depreciable items is the salvage value. The salvage value 
entered is not used for depreciation purposes {salvage value is disre­
garded for ACRS purposes) but is used as an estimate of true market 
value at the end of the investment8 s life. Enter value in year 0 dol­
lars. If values are being inflated the 1nflated value will be 
calculated by the computer.
10a.-Ilf. These 1ines correspond exactly with 1ines 8a.-9f. except that they 
apply to equipment item or group B.
12a.-13f- These lines correspond exactly with lines 8a,-9f. except that they 
apply to equipment item or group C.
" 14"
Sect;1 on IV Is used for either Livestock Investment Information (IV A) or Tree and 
Vine Information (IV B). These two sections are alternatives; therefore both 
cannot be used on the same run.
Section IV A. Livestock Investment Information
The model is designed to handle livestock investments at any time during the 
first five years of the planning period. It is assumed that all changes in
numbers relate to the investment will be accomplished during the 
f»lrS*.fkVe y®ars- Only breeding (and/or milking) livestock to increase herd size 
should be entered in this section. Do not include those animals raised simply as
S  uULchas? sale of feeder steers or similar livestock should beincluded in cash flow budgets.
u..fJ!lsedTl1!Sst?ck u?ed *° 1ncrease herd size are Included as part of the in- 
vespent. If the investment were not made, these animals could be sold. Thus, 
their value is a cost that must be attributed to the investment. The model
the ™ ber of ^ised livestock to include in the investment as that 
part of the year-to-year increase in herd size not provided by purchased 
animals. For example, 1f (I) the number of cows before investment is 100 (2)
the average number of cows in year 1 is 125 and (3) the number of animals pur- 
- e nin 0 !at the time of the investment) is 15, the model will assume 
JnnL1? raised. anilp?ls are part of the ^vestment. The cost of raised cattle is 
by the prIce entered for purchased livestock and assumption 58. Do not 
purchase more cows in one year than the increase in herd size indicated for the 
foil owing year. If excess animals are purchased in any year; the herd size will
«?r1eroverthtonS eLTyefr.°'’ 14 a"d 15’ n0r w111 the excess be
Whenever the herd size 1s Increased, using either purchased or raised
animals, the model assumes that sufficient yearlings must al so be added to pro- 
vTde the raised replacements required 1n the following year, it takes at least
two years to grow a replacement and only one year will elapse between the time 
the cows are added to the herd and the time the first of the added cows will be 
cullod. Thus, either (1) the fanner will need to have excess yearlings at the 
time the Investment 1s made, (2) additional replacements will need to be 
purchased the year following the herd size increase or (3) the farmer will have 
to buy additional yearlings at the time herd size is increased. In any of these 
cases, the cost of the additional yearlIngs should be charged as part of the 
investment. If replacements are raised, the cost of raising the yearlings to 
freshening age will be Included in the cash flow as part of the expenses.
Year-Tings will not be purchased for that portion of the increase in herd size 
that is to be replaced with purchased animals, as Indicated in input line 18c.
For example, if the herd size 1s Increased 1n year 1 by 40 cows and the
culling rate is 25 percent, 10 replacements will be required in the first year.
If 20 percent of a 1 replacements are purchased (line 18c.), 8 (eight) yearlings 
will be automatically be counted as an Investment when the 40 cows are added 
m n»°iSL ° I  h!Se darlings is calculated using the cow purchase price per head 
(line 18a.) and assumption 56. If some of the added yearlings are to be raised 
and assumption 57 1s changed, say to 75 percent, then the price used for those 
that are raised, in this case 6 animals, will be calculated using assumption 58 
as well as line 18a and assumption 56.
“ 15™
14a. Enter the number of cows at the time the investment is made. If
additional cows have been {will be) kept (instead of sold) in 
anticipation of making the investment, these animals should be 
excluded from line 14a.
14b. Enter the average number of cows for the first year (first 12 months). 
This Includes animals in the herd before the investment as well as 
those that are part of the investment. Only those animals that are 
bought in year zero will contribute to any increase in herd size for 
year 1.
14c.-15c. Enter the average number of cows for the 12-month period implied by 
the year indicated.
16a. Enter the number of mature animals (cows or bred heifers) to be pur­
chased at the beginning of the planning period. If younger heifers or 
calves are purchased with the expectation that they will be raised and 
will enter the herd in one or two years, these animals should either 
(1) be entered as purchases in the year they enter the herd, or (2) be 
included as rai sed animals by allowing the model to impute their 
investment cost in the year they will enter the herd.
16b,-17b. Enter the number of mature animals to be purchased in the year indi­
cated. It is assumed that all investments take place at one-year 
intervals. Thus, animals purchased in year zero are in the herd dur­
ing year 1, animals purchased in year 1 are in the herd during year 2, 
etc. Schematically for an investment made on December 31 (or January 
1), this can be shown as:
Investment year:
Business year:
0 2
17c. Enter the net value of an average cull cow. Thi$ should reflect the 
average value received for cows cul1ed from the herd. Selling costs 
should be subtracted from average gross value per cow. Consideration 
should be given to the fact that some animals culled are injured or in 
poor health at the time of sale.
18a. Enter the price per head that will be paid for animals purchased. If 
only raised animals are used to increase herd size, enter the value 
that could be received for raised animals used as part of the new in­
vestment and set assumption 58 at 100. If some animals are to be pur­
chased and some rai sed, enter the average value of all purchased 
animals to be added to the herd and set assumption 58 at the level 
required to reflect any difference between the value of purchased and 
rai sed animals.
If young animals are purchased to increase the number of raised re­
placements available in future years, enter their value at the time
" 16“
they enter the milking herd. Always enter a price if herd size is 
increased by the investment even if no animals are to be purchased. 
This number is required to calculate the value of raised animals.
18b. Enter the culling rate expected on animals added to the herd. An 
entry must be made on this line if herd size is increased.
%
18c. Enter the percent of all animals included as part of the investment 
that will be replaced by purchased animals. If all rep!acements are 
to be raised, enter zero.
Note: When the budget generator is used, the costs generated will be
oased upon the assumption that the same percentage of replacements is 
raised after the investment as in the base year. If the number 
entered here d1ffers significantly from the percentage of replacements 
purchased in the base year, budget costs will be over or under­
estimated by the cost of the reduced or increased number of animals 
raised relative to a proportional change. For example, if replace- 
ments equal to 10 percent of the herd are purchased in the base year, 
the budget generator assumes that replacements equal to 10 percent of 
the expanded herd will be purchased after the investment is made.
19* All portions of line 19 must be completed if purchased animals are
part of the investment or if some of the animals that are part of the 
investment are replaced with purchased animals or if any yearlinqs are 
purchased. —
19a. Enter the recovery cl ass for purchased animals.
19b. Enter the ACRS recovery option to be used on purchased livestock.
19c. If the investment qualifies for Federal investment tax credit, enter 
"l"; if it does not, enter "0".
19d. If the investment qualifies for State Investment tax credit, enter 
"l", if it does not, enter "O'1.
20a. Enter the per cow value of the increase in herd size that 1s part of 
the investment. Enter the value in year 0 dollars. If cow values are 
being 1nflated, an actual dollar value will be calculated by inflating 
the value entered.
20b. Enter the average value of the additional heifers of all ages on hand 
at the end of the pianning period as a result of the increased herd 
size. Enter the value in year 0 dollars.
20c. Enter the increase in number of he1fers of all ages on hand at the end 
of the pianning period as a result of the increased herd size. If the 
policy on purchasing versus raising replacements is not changed as a 
result of the investment, the number of heifers in the future normally 
will be the same percent of the number of cows as currently is experi- 
ersced. For example, if you currently have 100 cows and 60 heifers and 
herd size is increased to 150, number of heifers will likely increase 
by 30 head.
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Section IVB. Tree and Vine Information
This section 1s used to analyze an investment to establish and develop an 
orchard or vineyard. (If you are considering investment in an existing orchard or 
vineyard, use Section II). Up to two separate varieties or types of plantings may 
be considered simultaneously. Acreage of the same variety or type of planting may 
be established In any or all of years 0 * 1 , 2  and 3. Establishment costs must be 
capitalized but development costs after the Initial establishment may be either 
expensed or capitalized.
14a. Enter 1 to expense or 2 to capitalize development costs for variety or 
type of planting A. If capitalized, development costs will be 
recovered as depreciation beginning in the first year that the orchard 
or vineyard produces income.
14b. Enter 1 to expense or 2 to capitalize development costs for variety or 
type of planting B.
14c. Enter the ACRS recovery option (see line 3a) for variety or planting A.
14d. Enter the ACRS recovery option (see line 3a) for variety or planting B.
15a. Enter acres of variety or pi anti ng A to be established in year 0.
15b.-15d. Enter acres of variety or planting A to be established in years 1, 2,
and 3.
16a. Enter land value per acre in $100. If the orcjiard or vineyard is 
being established on land that is currently owned (not part of the 
investment) enter the per acre value of that land in its current con­
dition. This value is used to reflect the fact that use of this land 
for orchard or vineyard will result in a loss of any net revenue that 
would have been generated by the land without the investment, i.e., in 
the production of corn, hay or other crops. The amount of the loss is 
estimated by treating the value of the land as an input that is 
returned at the end of the pianning period. Effectively the rate of 
loss is equal to the discount rate.
Do not enter a value on this line if the land on which the orchard or 
vineyard is to be established is purchased as part of the investment 
and is entered on lines 21-26.
16b. Enter initial establishment costs (trees or vines and cost of pi ant­
ing) in $100 per acre. Establishment costs include the costs that the 
Internal Revenue Service requires to be capitalized rather than 
expensed. Establishment costs are assumed to occur at the beginning 
of the year of establishment.
Note: Unless taxable income is expected to be low in the first few
years after establishment, it is suggested that costs of trellises be 
entered in Section II because these costs can be depreciated starting 
in the year of construction rather than waiting until the orchard or 
vineyard comes into production.
16c. Enter development costs per acre that will occur during the first year 
after establishment. Development costs are costs which occur after
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inUial establishment that may be either capitalized or expensed for 
1nc°me tax purposes. Development costs during the first year are 
assumed to occur at the end of the year.
16d- Enter development costs per acre that will occur during the second 
year after establishment.
17a.-17c. Enter development costs per acre that will occur during the 3rd, 4th 
and 5th year. *
17d. Enter the expected terminal value of the trees or vines at the end of 
the planning period in year 0 prices. Do not include the value of the 
,and: Thlf can be estimated as the value of the land with the trees
or vines minus the value of similar 1 and without trees or vines.
18a.-20d. These lines are comparable to lines 15a.-17d. but are for variety or 
type of planting B. J
Section V. Land Investment
A11 1?nd ^  other nondepreciable real estate should be entered in this 
sectujn. Space is provided for three separate land investments. If more than
three parcels are purchased they should be grouped by year of purchase for entry
21a. Enter the year that 1 and item or group A wi11 be purchased.
21bo Enter the total cost of land item or group A. Total cost should 
include all transfer costs and taxes involved in the purchase.
22. Enter the terminal value of 1 and item or group A excluding any effect 
of general inflation on land values. This value should include any 
appreciation in land value due to location relative to population 
expansion centers or improvement in the quality of the land over the 
planning period. Any change in value due to general increases in the 
price level should be excluded. If inflation is included in the 
analysis, the terminal value wi11 be inf1 ated by the computer.
23a.-24. These lines correspond exactly with lines 21a.-22 except that they 
apply to land item or group B.
25a.-25. These lines correspond exactly with lines 21a.-22 except that they 
apply to 1 and item or group C.
Section VI. Income Tax and Cost of Capital Information
27a. Enter the before-tax cost of capital relevant to the owners of the 
“ slnass for which the investment 1s being made. The cost of capital 
should reflect the rate of return that could be earned if the money 
required to make this Investment were not used for this Investment but 
were invested In the alternative providing the highest return. For 
most businesses the cost of capital can be estimated as the weighted 
average of the rate of Interest paid on borrowed capital and the rate
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of return that could be earned by equity capital in the best alterna­
tive investments where the weights are the amount of debt and equity 
capital after the investment is made,
27b. Enter the marginal Federal tax rate that would be paid if the invest­
ment were not made. For investment analysis, the program assumes that 
the business is at the midpoint of Federal tax bracket indicated 
(Table 6). The level of income and the State tax rate are estimated, 
from the Federal rate. If the income from the business is divided 
among more than one family (person), the marginal tax rates for all 
famil 1es (persons) should be averaged.
27c. Enter the appropriate state code (Mew York = 31). This is used to 
indicate the appropriate state tax rates to use.
27d. Indicate the number of tax families that will divide the net income 
from the business. The model will assume that all additional income 
generated by the investment is divided equally among the taxfamilies.
Section VII. Projected Increase in Cash Flow
For dairy farm business investments, the projected increase in cash flow 
provided by the investment can be either entered in this section or estimated by 
the computer program from entries in section VIII. For all other types of 
investments, increased cash flows must be entered in this section.
In calculating cash flows on livestock farms, exclude from income the value 
of calf and cull cow sales resulting from the investment. Exclude from the 
expenses the value of purchased replacements resulting from the investment. Each
of these items 1s calculated by the model from data entered in Section IV A.
Ten different cash flow levels can be entered, with each level occurring in 
as many consecutive years as desired. Cash flow entries must be made for each 
year of the planning period. An entry of "0" on line 28 indicates to the com­
puter that cash flows will be estimated in section VIII. The total number of 
years for which cash flows are indicated on lines 28-37 must equal the planning 
period on line 1. Orchard and vineyard investments with no cash inflows during 
the development years will have zeros in line 28a. and the number of years of 
zero cash flows in 28b.
In estimating orchard and vineyard cash flows exclude the reduced cash flows 
that result from the use of land, that is already owned, for trees and vines 
instead of its former use.
28a. Enter the before-tax net cash inflow level in dollars per year to be 
received during the year or series of years.
28b. Enter the number of years for which the first cash flow level will be
received.
29a. Enter the second level of before-tax cash inflow in dollars to be 
received per year.
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29b. Enter the number of years for which the second cash flow level ^ will be
received.
30-37• Enter the dol1ar value of each successive cash flow level and the 
number of years for which it is to be received.
Section VIII. Budget Projection Data
This section is a budget generator for projecting cash income and expenses 
for dairy farm businesses. It cannot be used to project cash flows for other 
types of farms. The budget generator operates on the assumption that a farmer's 
past experience is a reasonable indicator of his expected performance in future 
years. Thus, the data for a recent year, preferably the year immediately prior 
to the one in which the investment is made, are used as a basis for estimating 
the income and expense levels that would occur if the Investment is made.
Data for the most recent year may need to be 
base year Input. Data should be adjusted for any 
during the year that are not expected to occur in
adjusted to devel op appropriate 
irregularities that occurred 
future years.
Examples of such irregular!ties include:
(a) A feed bill carried over from the previous year that was 
paid off.
(b) The expense for a fertilizer purchase that is normally 
made in December but was delayed until the next year.
(c) Above normal corn yields that resulted in a below normal 
feed bill.
(d) Lime expense for permanent pasture that is made only every 
four years.
(e) A reduced labor bill because son John was 1 aid-off from his job 
1n town and worked for nothing on the farm during May and June.
(f) Corn was grown but not harvested resulting in a higher than 
normal feed bill.
The model assumes that the base year experience 1s what would occur in 
future years if the investment were not made. Use of a list of base year data 
adjustments and budget assumptions will assist in Interpreting results generated.
38-48b» Enter all cash operating expenses for the base year. It 1s sug­
gested that these 1 terns be added up and the total checked against 
total expenses for the year to be sure that all cash expenses are 
included in one of the categories.
49-51b. Enter all cash operating income for the base year, it is sug­
gested that these items be added up and checked against total 
cash receipts for the year to be sure that all cash income is 
included in one of the categories.
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52a.
53a,
53b."54c.
55a.
55b.-56c. 
57a.
57b.-58c. 
59a.
59b.-60c. 
61a.
61b.
62a.
62b.
63a.
63b.
Enter the amount that is expected to be paid for hired labor in the 
fifth year (in year 0 dollars). The value of assumption 11 determines 
whether the increase to this level occurs all in one year or is pro­
portional to the increase in cow numbers.
Enter the number of acres of corn (silage and grain) grown in the base 
year.
Mote: A “0" must be entered on every line for lines 53 thru 60 if no
other entry is required.
Enter the number of acres of corn (silage and grain) to be grown in 
the year indicated.
Enter the number of acres of hay crops grown in the base year. Hay 
crops include hay, hay crop silage, annuals (other than corn) that 
were ensiled or pastured and cropland pasture.
Enter the acres of hay crops to be grown in the year indicated.
Enter the acres of feed crops other than hay crops and corn that were 
grown in the base year. Other feed crops include such crops as oats, 
barley, rye and grain sorghum.
Enter the acres of other feed crops to be grown in the year indicated.
Enter the acres of non-feed crops grown in the base year. Mon-feed 
crops include all crops that are not or cannot be fed to livestock. 
Examples include vegetables, wheat and soybeans. If wheat or soybeans 
are used for feed, they should be included in other feed crops in 
lines 57 and 58.
Enter the acres of non-feed crops to be grown in the year indicated.
Enter the percent of total crop sales entered on 1ine 51 that resulted 
from the sale of non-feed crops grown in the base year on acreage 
indicated in line 59a.
Enter the market value of 1 and and buildings owned by the business in 
the base year. This number is used in estimating taxes, insurance, 
and building and fence repair costs.
Enter the average pounds of milk sold per cow during the base year.
Enter the average number of cows on hand during the base year. This 
number can differ from the number indicated on line 14a {section IV A) 
when the base year is not last year or when an unusual number of 
animals have recently been added to the herd.
Enter the number of acres of additional cropland that will be rented 
if the investment is made. If no additional cropland is to be rented,
enter "000".
Enter the number of the first year in which the cropland is to be 
rented. Rental must start in one of the first five years of the 
planning period.
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63c. Enter the rental rate (dol1ars per acre), that 1s to be paid 
for the cropland to be rented. Even if rental is not to start
in the first year, the value entered should be in year zero 
dollars. If values are to be inflated, the model will calcu­
late the actual rate for each year.
Section IX. Financial Feasibility
Data required to calculate the financial feasibility of the investment are 
entered in this section. Financial feasibility can be considered at two levels:
(1) The financial feasibility of the business including the investment can 
be assessed. In this case the model evaluates the ability of the 
business, Including the new investment, to meet the payments on all 
debt (old and new) that would be outstanding. To conduct this type of 
analysis information must be provided for al 1 of Section IX (lines 64 
through 84).
The financia! feasibility of the investment by itself can be assessed. 
That is, the model can evaluate whether the investment, by itself, will 
generate sufficient cash flow to make the debt payments. In this case 
the only financial information that 1s entered in this section is that 
pertaining to the investment itself. Current outstanding debt is 
omitted (lines 68-77 are blank), 1ines 80 through 84 are left blank and 
assumption 125 must be set at 1 (in section X of the input form).
If financial feasibility of the investment alone is being done as an adjusted
analysis, setting assumption 125 to 1.0 will automatically delete any entries in 
lines 68 through 77 and 80 through 84. If the user wishes to include changes in 
living expenses (Increases or decreases) resul ting from the added Investment,---
this can be done by entering the value for line 84a in Section X after setting 
assumption 125 to 1.0. ----- y
In e1ther situation, financial feasibility calculations are made for the first 
five years of an investment proposal.
A. Credit Terms Available
Enter the credit terms that will be obtained for the d1fferent sources 
or types of credit that will be used at the time and after the 1nvestment is 
made. If two different lenders offer the same terms, enter these terms only 
once. Entry of lender name and checking whether the terms 11sted are for 
real estate or non-real estate frequently simplifies data entry, but these 
data are not entered in the computer.
64a. Enter the number of years allowed for repayment of the loan under 
credit terms L
64b, Enter the annual Interest rate charged with credit terms I. Interest 
rate is entered as a percent. For example, a rate of 16.5 percent is 
entered as _1^ J5. Si* If a van able interest rate 1s charged, indicate 
the initial contract rate.
64c. Indicate the type of repayment pi an to be used with credit terms I. If 
the total amount of each payment, Including principal and interest, is
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constants enter 0. If each payment Includes a constant principal payment 
plus Interest on the outstanding balance (principal 1s constant and 
Interest payments decline as payments are made)» enter 1.
64d. Enter the number of payments to be made each year under credit terms I. 
Enter zero If payments are monthly.
65a-65d. These lines correspond exactly to lines 64a-64d except that they apply to 
the second set of credit terms: credit terms II.
66a-66d, These lines correspond exactly to lines 64a-64d except that they apply to 
the third set of credit terms: credit terms III.
67a-67d. These lines correspond exactly to lines 64a~64d except that they apply 
to the fourth set of credit terms: credit terms IV.
B. Current Debt Outstanding
All current outstanding debt should be entered here. There 1s space for 
five different loans. If more than five loans exist, aggregate loans with 
similar repayment period and interest rate. To aggregate loans with similar 
terms add the original amounts and then use the average interest rate, 
repayment period and original repayment characteristics. If you are 
considering financial feasibility of the Investment alone, 1.e., excluding any 
cash flows from the rest of the business, lines 68-77 can be skipped. Note: 
Assumption 125 must be set to “l" to do this.
68a. Enter either (1) the original principal balance of the loan or (2) the 
amount of each payment for loan A. If the amount of each payment is 
entered, enter the principal plus 1nterest payment for even total 
payment loans and the amount of principal only for loans where the 
amount of principal paid on each payment date 1s constant but the 
Interest payment declines.
68b. Enter a zero 1f the amount entered on Une 68a 1s the loan payment.
Enter 1 1f the amount entered on line 68a 1s the original principal®
68c. Enter the number of payments made per year on loan A. If monthly 
payments are made, enter zero.
68d. Enter the number of years between the time loan A was taken out and the 
date the Investment 1s to be made. For example, 1f the Investment 1s 
to be made in March of 1985 and loan A was Initiated in September of 
1982, enter 2.5.
69a. Enter the original term of loan A measured in years.
69b. Indicate the type of repayment pi an used with loan A. If the total
amount of each payment, including principal and interest, 1s constant, 
enter 0. If each payment Includes a constant principal payment plus 
interest on the outstanding balance (principal is constant and the 
interest amount declines as payments are made), enter 1.
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69c. Enter the interest rate on loan A. For example, if the interest rate 1s 
15 3/4 percent, enter 15.75.
69d. Refinancing of existing loans 1s frequently a part of a major capital 
investment. The year in which refinancing occurs is indicated in line 
78. If loan A can be refinanced, enter 1; otherwise enter zero. The 
types of loans most likely not to be refinanced are those where the 
lender places restriction on early repayment and those where credit terms 
are so favorable that the farmer does not want the loan ref1nanced.
69e. Indicate the credit terms to be used when loan A Is refinanced. One of 
the sets of credit terms identified in lines 64-67 must be used. Enter 
the number of the credit terms to be used. That is, if the set of 
credit terms described in line 67 (credit terms IV) are to be used, 
enter 4 on this line. If you have indicated in line 69d that the Item 
will not be refinanced, leave this line blank.
70a-71e. These lines correspond exactly to lines 68a-69e except that they apply 
to loan B.
72a-73e. These lines correspond exactly to lines 68a-69e except that they apply 
to loan C.
74a-75e. These lines correspond exactly to lines 68a-69e except that they apply 
to loan D. r J
76a-77e. These lines correspond exactly to lines 68a-69e except that they apply 
to loan E.
C. Other Financial Feasibility Information
78a-78f. Indicate the years in which refinancing will occur. This is accomp­
lished by entering a 1 on the line corresponding to the year of re­
financing. If this line is left blank, refinancing wil occur only at 
the time the original Investment is made (year 0). Entering a zero in 
year 0, and any other year will prohibit refinancing in that year. For 
any loan that is not to be refinanced as Indicated in the loan descrip- 
tion (lines 68-78), the existing repayment schedule will be continued! 
Allowing no refinancing (line 78a*=0) will result in continuing all 
existing loan payments and initiating new loans only for items pur­
chased as part of the investment. For analysis 1 of any problem it 1s 
suggested that either no refinancing be allowed or that refinancing be 
allowed only in year 0.
78g. The existing machinery inventory (excluding the new investment) must be 
maintained (replaced). The amount spent each year to maintain (re­
place) that machinery 1s indicated on line 80a. This replacement 
machinery 1s financed at the terms Indicated in line 79e. These debts 
may be refinanced once to reduce the payment required or may be 
refinanced each year to slow the rate at which these payments increase. 
Enter the number of the year in which refinancing is to take place or 
enter 99 to allow refinancing in each year. It is recommended that this 
line be set at zero for the first analysis.
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79a-79d. Indicate the credit tennis to be used 1n financing purchase of
Investment Items Identified on lines Z through 26. Enter the number of 
the credit terms to be used as described 1n lines 64 through 67. If an 
Item Is to be financed from cash on hand enter 5. Separate credit 
■ terms can be Indicated for each building and land Item. However all 
machinery must be financed with the same credit terms. Similarly only 
one set of credit terms can be used for all livestock or all trees and 
vines. If refinancing is conducted in a year after an Investment Is 
made, the same credit terms will be used; the remaining principal 
balance will be refinanced using the years in the original repayment 
period with the same payment frequency and interest rate.
79e. Indicate the credit terms to be used in financing replacement of
existing equipment. Do not use credit terms Ss financing from equity.
Note: If you are considering financial feasibility of the Investment
alone, skip lines 80-835 84b and 84c.
80a. Enter the average amount (in thousands of dollars) that will be spent 
to replace existing machinery in future years. This 1s the average 
amount that will be required to replace the current machinery inven­
tory. It should not include future investments required for expansion
or improvement of the quality of machinery used. Do not Include 
replacement of 1 terns purchased as part of the Investment. The value
entered should be In year 0 dollars; do not allow for expected 
inflation. If inflation Is used In the model, this value will be 
inflated by the value listed in assumption 07.
For a farm where the machinery inventory has been stable for the past 
few years, the average new machinery purchases for these years Is
usually a good estimate ©f future replacement requirements. .
This amount can also be estimated by multiplying the appropriate value 
from table 2 by the market value of the current machinery inventory.
In selecting the appropriate value from table 2 be sure that the
percent market value at time of trade-in represents the value of the 
item being traded in, at the time it is traded in, as a percent of the 
price of the replacement item. For example, assume a tractor pur­
chased In 1975 for $50,000. I f that machine 1s traded for a similar
tractor In 1985 that would cost $100,000 when purchased outright and 
the dealer allows $40,000 trade-in value towards purchase of the new 
one, the appropriate percent to use In table 2 1s 40 (not 80). Also
Table 2. ANNUAL INVESTMENT REQUIRED TO MAINTAIN MACHINERY INVENTORY
Average Life
of Farm 
Machinery
Market Value at Time of Trade-in as Percent
of- Replacement Cost
10”— — — T T 30 W)
% of current market value of machinery—
5 33 27 22 17
6 27 22 18 14
7 23 19 15 12
8 20 17 13 11
9 IS 15 12 10
10 16 13 a 9
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the average life used should be the weighted average life with the new 
value of machinery used as weights. Then, in estimating the average 
life, give more weight to the life of the items with highest new 
value.Additional information on estimating machinery replacement can be 
obtained from Department of Agricultural Economics Research Bulletin
80b. Enter the average amount of machinery, building and livestock deprecia­
tion that will be taken for tax purposes if the investment is not made. 
The amount of depreciation taken last year will frequently provide a 
good estimate of^this value, but may need to be adjusted downward if an 
important item will be completely depreciated within the next year or 
two. The value entered on this line is used only for calculating 
income taxes for the financial feasibility portion of the model. Thus, 
it is most important that this value be correct for the first few years 
after the investment is made.
81a. This value is entered only if the budget generator 1s not used. Enter 
the expected annual net cash flow that will be received if the invest­
ment 1s not made. This is calculated as total cash receipts minus 
minus all cash expenses except interest. This can be estimated from 
last year1s records adjusted for any production or price peculiarities 
that secured last year. This item is used only for estimating cash 
flow in the financial feasibility section of the model.
81b. This value is entered only if the budget generator is not used. Enter 
the amount (in thousands of dollars) of income that will be received, 
if the investment is not made, that qualifies for capital gain treat­
ment. This 1s the amount of income used in calculating net cash flow 
for line 81a that qualifies for capital gain treatment,
82a. Enter the amount |1n thousands of dollars) of federal Investment tax
credit that has been earned but not used and, thus, can be carried for­
ward for future use. The model assumes that the Investment credit has 
been earned uniformly over the last 7 years. It is used before any new 
investment credit is used but will be lost if not used within 15 years 
of the date earned.
82b. Enter the amount of state investment tax credit (thousands, of dollars) 
that has been earned but not used. State Investment tax credit will be 
earned forward indefinitely until used to offset state taxes.
83a. Enter the annual average net amount of Federal Investment Tax Credit 
that will be earned if the Investment is not made without consideration 
for whether or when it will be used. Any expected recapture should be 
subtracted. This can be estimated as the average machinery investment 
(as estimated for line 80a) times the 1TC rate (10%), plus the average 
dairy cattle replacement purchase times 6% or 8% depending on whether 
the average period a cow stays in the herd is 3 years or 4 years, re­
spectively (Cattle qualify for 10% investment tax credit but some Is 
recaptured when animals are sold before being held for 5 years). The ' 
value should be entered 1 n-year zero dollars. If the inflation section 
of the model 1s used ITC will be Inflated using assumption 07.
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83b, Enter the annual average amount of State Investment tax credit that 
will be earned by the business if the Investment 1s not made. Enter 
the amount that will be earned without consideration for when or 
whether It will be used. Estimating procedures similar to those used 
for estimating federal Investment tax credit (line 83a) can be used by 
substituting the state 1TC rate for the federal rate. Enter the value 
in year 0 dollars. If items are being Inflated by the models this 
value will be inflated using assumption 07,
84a, Enter the amount of cash required for all living expenses (in thousands 
of dollars) except income taxes but Including Social Security taxes.
This should reflect the amount of cash required by the family or 
families operating the business. Living expenses should be excluded 
for anyone who receives a salary that 1s included in labor expenses 1n 
the budget generator or in the cash flows entered in lines 28-37, The 
value entered must be in year zero dollars, These costs will be in- 
flated using assumption 134, If financial feasibility of the invest­
ment by itself is being considered, 84a normally will be blank because 
the added investment will not affect living expenses. If living ex­
penses will increase because of the Investment, the amount of the 
Increase Is entered on T1 VuTWa.
84b, Enter the expected annual nonfarm income (in thousands of^dollars).
This should include only nonfarm income not included in line 81a. 
Usually all nonfarm income will be entered here although any nonfarm 
Income that qualifies for capital gain treatment should be included in  
Une 81 if the budget generator 1s not used. Enter the value In year 
zero dolilTrs. The value entered will be inflated using assumption 135.
84c. Enter the average number of tax exemptions per tax family operating the
business.
Section X. Modification of Assumptions
A number of coefficients are used by the model 1n making its calculations. 
Those coefficients that are likely to be similar for a number of different farm 
situations are stored In the computer and called assumptions. A list indicating 
the value assumed for each of the assumptions used in this program Is presented^ 
in Table 1. Table 1 is presented on pages 3 thru 10 to make it easy to find. If 
any of the values assumed by the model are Inappropriate for the situation being 
considered, these values can be replaced with more appropriate values.
Replacement of values assumed by the model is accomplished by making entries 
1n lines 85 through 99 (or line 98 if 99 1s used to Indicate line numbers for
adjusted analyses). On the V ’ part of the line (l.e., 85a) enter the new value
that 1s to replace the assumed value. On the 15bM part of the U ne enter the 
assumption code which Identifies that assumption. On the input line following 
the last assumption modification enter zero (unless the modification fills line
99). if no assumptions are to be modified, enter a zero on line 85.
For example, if the price of calves is expected to be 20 percent of the cull 
cow price (assumption 01) instead of the 12 percent assumed by the model, the 12 
percent can be replaced by 20 percent by making the following entry on line 85,
“ 28“
85 a. Assumption value desired 59. Z 0*0(0 1 1
b* Assumption code ~  ~~ ~  "  ~~
Any line in Section X can be used to change any of the assumptions as long as all 
previous lines are used. *
ADJUSTED ANALYSES
Most investment decisions will require one or more adjusted analyses. An 
adjusted analysis is made by going through the input lines and entering new 
values in the analysis 2 column for each Input line in which change is required. 
If any part of a line is changed, the entire line must be entered in the analysis 
2 column. Lines that are not to be altered are not re-entered. For example if 
an analysis had been using a 10 percent cost of capital and there was some ’ 
uncertainty about whether the true rate might be 12 percent, an adjusted analysis 
should be run. This would be done by entering 1 2 2 2 3 1 1  in line 27 of the 
analysis 2 column 1n pi ace of the original 1 0 Z 7 J J J  which appears 1n column
1. For batch operation, the line numbers for all lTnes that were changed are 
then entered in numerical order on line 99. .In our example, 2 7 0 0  would be 
entered on line 99. Any number of adjusted analyses can be run? ”  ”
If the program is run interactively, the computer will ask for the line 
numbers to be changed and the new values to be used if an adjusted analysis is 
required*
is important to remember that each adjusted analysis builds on the 
previous one. Thus, if the farmer in the above example also wanted to know the 
effect of a reduction in his cash flow estimates from $12000 per year to $11000 
per year, he could do this by entering the new value (say 0 1 1 0 0 0  1 0) in 
line 28 for the third analysis and 2 8 0 0 in line 99. TTowever,""iT Fe~d1d 
this, the third analysis would use tWe 12" percent cost of capital used in the 
second analysis* If it 1s desired that the 10 percent rate be used in analysis 
3, the original values for line 27 must be reentered 1n column 3. In this case 
line 99 will read 2 7 2 8 0 0.
There are at least two important cases where adjusted analyses should be 
used* The first 1s where the true value of an Input coefficient 1s in doubt.
The appropriate procedure in this Instance is to use the best estimate of the 
correct^value in the first analysis and then nan an adjusted analysis with the 
coefficient set at the other value or values 11 may take. This procedure is 
illustrated in the above paragraph.
A second case is where a different combination of investment items is to be 
considered. For example, a farmer might consider increasing his herd size by 
only 50 cows instead of 75, or using a smaller combine and accepting higher 
losses and labor costs*
In analyzing any problem it is important that significant effort be made to 
anticipate all alternatives that should be considered. Only if this 1s done will 
a satisfactory answer to a real problem be possible with one set of analyses by 
the computer. J
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EXPLANATION OF OUTPUT
(See examples on pages 71 and 97)
Investment analysis results
X, NET PRESENT VALUE OF THE INVESTMENT is the economic return 1n discounted 
dollars, over the planning period, if the Investment is made, pis is the
number of dollars that, 1f received today, would be equivalent to the net 
income above all costs generated by the investment over the entire planning 
period. This 1s calculated as the sum of (X) total of the present value or 
after-tax net cash flows, 12) present value of after-tax terminal value of 
all investments, and (3)' present value of investment tax credit, less 
present value of investment tax credit recapture, minus (4) the Total m  the 
present value of all investment outlays* ■ If this value is positive, the^ 
Investment is expected to be a profitable one and it should be given serious 
consideration.!/ However, it should be stressed that the answers are 
dependent uponThe input values entered and, therefore, the quality or any 
answer is only as good as the data entered (garbage 1n - garbage out).
2. PERCENT AFTER-TAX COST Of CAPITAL is the discount rate -used in calculating 
the net present value of after-tax cash flows. An after-tax cost of capital 
is used to reflect the fact that any return on invested capital will be 
taxed, and thus the return given up by investing the money In this invest- 
ment rather than another is less than the before-tax return by the amount of 
that return that would be paid in taxes.
The after-tax cost of capital is calculated as the before-tax cost of capi- 
tal multiplied by one minus the tax rate expressed in decimal form. That 
is if the tax rate is 40 percent and the before-tax cost of capital u  xo 
percent, the after-tax cost of capital is 6 percent or 10 multiplied by 
(1_.4). The tax rate used In this case is the average tax rate paid on the 
additional income generated fey the investment.
3.X. BEFORE-TAX CASH FLOW is the total net cash inflow to the business resulting 
from the investment being considered. When the projected cash flows are en­
tered on lines 28-37, (the budget generator Is not used), the before-tax 
cash flow for each year Is calculated as the value entered on lines 28-37 
plus livestock sales (cull cow and calf sales) generated by the investment. 
If the budget generator Is used, before-tax cash flow is the estimated net 
Income with the investment minus the net Income from the business if the 
Investment were not made (base year income, adjusted for inflation when
applicable).
3.2. DEPRECIATION is the total depreciation (cost recovery) to be taken for all 
items Included in the investment. To calculate cost recovery the computer, 
develops a schedule for each Investment and then sums the cost recovery for 
all items for each year. No cost recovery 1s taken In the year of disposal
of an item.
The basis used to calculate depreciation is the amount paid minus half of 
the federal investment tax credit taken. If assumption 127 is changed to l
lFor a detailed explanation of the net present value method see easier, G.L., 
B.l , Anderson and R.D. Aplin, Capital Investment Analysis: Using Discounted
Cash Flows, Grid, Inc. , 1984.
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the basis is not reduced in calculating depredation but the Investment tax 
tax credit percentage taken is reduced by the amount indicated in assumption
3*3. TAXABLE INCOME is the increase in taxable income resulting from the
Investment* It is calculated as the before-tax cash flow minus depreciation 
with five adjustments* The first adjustment reduces taxable income to reflect 
capital gain treatment of some livestock sales. This 1s accomplished by 
subtracting from before-tax cash flow the federal capital gain deduction 
(assumption 132) on income from the sale of raised livestock counted as part 
of the Investment and raised replacements resulting from the investment. 
Animals purchased as yearlings are not considered to be raised animals.
For the second adjustment the undepreciated balance on purchased cows that are 
sold is subtracted from taxable income. This accounts for (1) tax loss sus­
tained as a result of the sale and (2) the return of investment capital, which 
1s not taxable. Tax losses result when an animal is sold for less than the 
undepreciated balance on the animal. In example B (Table 3) a tax loss of 
$350 is incurred. The amount of the sale price of an animal that represents 
depreciation which has not been taken is return of capital and is nontaxable. 
Thus, it must be subtracted from before-tax cash 1ncome calculated above, 
which Includes the total value of animals sold. The return of capital is $200 
1n example A and $250 in example B (Table 3), Since the sum of the tax loss 
and the invested capital returned always equals the undepreciated balance, 
both of these factors are allowed for by subtracting the undepreciated balance 
from taxable income.
Table 3: Example Situations With Sale ©f Purchased Animals
Value
Example
A b C
Purchase price 1,000 1,000 1,000
Sale (cull) price 800 250 1 ',500
Depreciation taken 800 400 800
Undepr. balance 200 600 200
The third adjustment reduces taxable Income by the amount of the sales value 
of each cow purchased as part of the Investment that 1s excluded from 
taxation because it qualifies for capital gain treatment. That portion of 
the sales price of an animal that exceeds the original purchase price ($500 
in example Cl Is capital gain income. The amount of the capital gain income 
to be.subtracted from taxable Income is determined using assumption 132.
For the fourth adjustment, taxable income is reduced to reflect appropriate 
tax treatment of Income from the sale of animals that were originally pur­
chased as yearlings. This 1s accomplished by applying the same adjustment 
to these animal sales as 1s Indicated in adjustments 2 and 3 for purchased 
cows.
The fifth adjustment modifies taxable 1ncome to reflect appropriate tax 
treatment of income from the sale of purchased replacements required as part
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of the Investment I to replace cows and yearlings purchased as part of the 
Investment]*, This 1s accomplished fey applying the same adjustment for these 
animal sales as Is Indicated in adjustments 2 and 3 for purchased cows.
3.4. TAX Is the amount of federal and state tax. To calculate personal income 
taxes, the marginal federal tax bracket entered on line 27 .is used to indicate 
the level of income if the Investment is not made*, Specifically^ toe level ot 
income at the middle of the federal tax bracket Indicated is used as the 
base. That base Income 1s adjusted upward to get the level of Income that 
would have been necessary in order for the taxpayer to have paid federal taxes 
on that base income after subtracting state income taxes I itemized deductions 
are assumed). Using the income thus calculated, the Increase in state income 
tax that would be paid on the increased income is determined using the 
marginal tax rates in Table 1. The calculated state income tax is then 
subtracted from the increase in taxable Income and the increase in federal tax 
is calculated on the remainder using the marginal rates from Table o. it more 
than one operator is Involved in the business, the taxable income is divided 
by the number of tax families before state and federal income taxes are 
calculated. After state and federal income taxes are calculated they are 
multiplied by the number ©f tax families. Total tax printed m t  as part of 
the results of each analysis is the sum of state and federal Income taxes.
3.5. AFTER-TAX CASH FLOW Is the Before-Tax Cash Flow explained In section 3,1 
minus the increased taxes that would fee paid,
3.5. PRESENT VALUE is the present value of the after-tax cash flows. It 1s the 
value in today*s dollars of the cash flows generated during each year of the 
planning period, after adjusting for the taxes that would be paid on that 
Increased Income. The “present value” for each year is calculated by dis­
counting the after-tax cash flow received In that year with the after-tax 
cost of capital.
3.7, TOTAL PRESENT VALUE is the arithmetic sum of the present value of after-tax 
cash flows for all the years of the planning period.
4.0. INVESTMENTS (OUTLAYS) are printed only for years in which there are one or 
more investments. Purchases that are required to replace part of the In­
vestment are included.
4.1. BUILDING, EQUIPMENT and LAND outlays indicate the amount of investment made 
each year to purchase and/or replace Investment Items indicated 1n the 
input.
4 2. CATTLE outlays are divided Into two parts, (1) investment in purchased
cattle, including the initial investment and replacements for the increased
herd size, and (2) the value of raised animals that are part of the 
Investment. The value of purchased cattle in any year is the number of 
animals purchased that year multiplied by the purchase price per head.
The model assumes that for every cow increase in herd size one additional  ^
animal must be purchased or an extra raised animal added to the herd. Thus, 
the number of raised animals that must be included as part of the Investment 
is calculated for each year as the increase in herd size minus the number of 
purchased animals. The value of these raised animals is calculated as the
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number of animals multiplied by the purchase price per head for purchased
animals times the percent that the price of raised animals is of purchased 
animals (assumption 58),
Cattle outlays also include investment required for yearlings added at the 
time herd size is increased. The value of yearlings is calculated as the 
number of yearlings purchased or raised multiplied by the respective price for 
each (see assumptions 56 and 58),
The number of replacements required to replace the increase in herd size is 
calculated from the total Increase in herd size (up to the year for which 
calculations are being made) and the culling rate, and rounded to the nearest 
whole animal. This does not include any replacements that have been or may 
have to be purchased for the existing herd. The number of replacements to be 
purchased is then determined using input line 18c, The value of purchased 
replacements is the same as the cost, of animals added as part of the 
investment.
The value of all replacements purchased over the life of the investment are 
included. The value of raised replacements are included through the various 
operating cost items (feed, vet, livestock expense, etc,) included in the cash 
flows entered or calculated by the budget generator.
The number of yearlings required is equal to the number of raised 
replacements that will be required in the year after herd size is increased 
(total replacements required minus the number to be purchased as calculated 
above). The proportion of the yearlings that will be purchased is indicated 
by assumption 57,
4.3. ORCHARD-VINEYARD outlays are divided into two parts (1) TREES-VINES and (2) 
LAND. The outlay for trees or vines is the establishment cost per acre 
times the acres established in that year plus development costs per acre 
that are capitalized times the acres for which development costs are capita- 
1ized.
The outlays for land are the land values per acre from lines 16a. and 19a, 
times acres established each year. This land investment actually represents 
a land Hcommittment" rather than investment since it is not a new 
investment.
4.4. TOTAL Investment or outlay for each year is the sum of all buildings, equip- ■ 
merit, purchased cattle, raised cattle, orchard-vineyard and land investments 
made in that year.
4.5. The PRESENT VALUE column indicates the present value sf total investments or 
outlays for each year. This is the economic cost in year 0 dollars of the 
investment made in each year of the planning period. These values are 
calculated by discounting the total investment for each year by the after­
tax cost of capital.
4.6. TOTAL present value is the sum of the present value of the total Investment 
for all of the years of the planning period.
4.7. TERMINAL VALUE BEFORE-TAX indicates the remaining value of all the items in 
each of the investment categories (buildings, equipment, cattle, orchard-vine­
yards and land) at the end of the planning period. For buildings and equip- ■
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ment this is the total of the renaln1ng value that each Item would have at the 
end of the planning period if it had been depredated using the straight-line 
method and the salvage percent indicated 1n the input for that Item. The 
before tax terminal value of cattle is the Increase in herd size multiplied by 
the value per cow at the end of the planning period Indicated on line 20a, 
plus the 1ncrease in heifer numbers multiplied by the average value per heifer 
at the end of the planning period from line 20b. The terminal value of land 
is the sura of the terminal values for each of the land purchases indicated as 
part of the Input.
4.7, TERMINAL VALUE AFTER-TAX 1s the value of the investment at the end of the
planning period minus taxes that would be paid 1f those items were sold at the 
end of the planning period.
Taxable gain on buildings and equipment is the difference between the terminal 
value before tax and the unrecovered cost computed with the cost recovery 
option requested by the user. The gain 1s taxed as ordinary Income. The 
amount by which the terminal value of land exceeds its cost is taxable. Since 
the income 1s taxable as capital gains, (1 - assumption 132) percent of the 
Increase in value 1s multiplied by the tax rate. The tax thus calculated is 
then subtracted from the before-tax terminal value of 1 and to get the 
after-tax terminal value.
The taxable Income generated by the sale of cattle is calculated as (1 - 
assumption 132) percent of the value of raised animals plus the taxable 
Income from the sale of animals that were purchased. The value of raised 
animals is the total increase in the value of the herd minus the value of 
animals purchased 1n the last ,8X6! years where "X1 1s the average number of 
years to replacement for purchased cows. This is calculated as one divided 
by the culling rate. Taxable income from the sale of purchased animals Is 
the difference between the undepreciated balance for those animals purchased 
in the last HX“ years and their terminal value, divided between capital gain 
and ordinary income as appropriate. The taxable 1ncome is multiplied by the 
tax rate and the resulting tax subtracted from the before-tax terminal value 
to get the after-tax terminal value of cattle.
For both cattle and land, the tax rate used is the average marginal rate 
paid on increased income resulting from the Investment. This is the same 
rate that 1s used 1n calculating the after-tax cost of capital,
4.8. PRESENT VALUE of the after-tax terminal value of investments indicates the 
value in year zero dollars of the money that would be received if the 1 terns 
purchased as part of the investment were sold and the required taxes paid on 
the gain from the sale. While these items may or may not be sold at the end 
of the planning period, the increased value represents gain on which taxes 
will have to be paid sometime. The present value of the after-tax sale 
value of these items 1s likely a good approximation of the remaining value 
of investment items regardless of when they are sold.
5.1, INVESTMENT TAX CREDIT is the amount of investment tax credit that would be 
earned if the investment were made. This Includes both federal and state 
Investment credit. Information is printed out for years in which Investment 
credit is earned. Recapture of Investment credit 1s subtracted to obtain 
net investment credit.
5.2. PRESENT VALUE OF INVESTMENT TAX CREDIT is the value of the net investment 
tax credit earned by the investment in terms of year zero dollars. This is
“ 34”
the value of the Investment tax credit after discounting at the after-tax cost
of capital. In calculating this value it is assumed that the tax credit is 
used in the year it is earned,
6.0, Two types of budget information may be printed out. When the budget generator 
is not used, the budget information includes only the livestock or orchard and 
vineyard information generated by the model and a cash flow summary. This is 
explained in 6,1 below. When the budget generator is used the complete 
budgets for the first five years of the investment are printed out. This is 
explained in section 6.2 below.
6.1, Budget generator not used
6.1.1, LIVESTOCK SALES indicates the increase in cull cow and calf sales result!no 
from the increase 1n herd size due to investment. The Increase in S b e r  
of cows sold is the number of purchased cows, purchased yearlings, and 
purchased replacements as well as raised cows and yearlings, which are part 
of the investment, that are culled. The value of the additional cows 
culled 1s calculated as the number culled multiplied by the price indicated 
on input line 17c.
Increase in calves sold Is calculated using assumption 02 and the increase 
in herd size, and is not rounded to the nearest whole animal. The value 
of calves 1s determined from assumption 01 and the cull price entered on 
line 17c,
6.1.2, EXPENSED DEVELOPMENT costs indicates the amount of development costs that 
were expensed, rather than capitalized, as requested by the user.
6.1.3, INPUT CASH FLOWS is the level of cash flows entered on lines 28 through 38.
6.1.4, INCREASE IN CASH FLOW is the total increase in cash flow resulting from 
the investment. For Investments Including livestock it is calculated as 
the input cash flow plus livestock sales. For orchard and vineyard invest­
ments, it is the input cash flow less expensed development costs. Increase 
in cash flow 1s the before-tax cash flow used in section 3,1 above,
6.2. Budget generator used
6.2.1, When the budget generator 1s used, values for all income and expense 
categories are printed out for each of the first five years of the in­
vestment. The method used to estimate each of the income and expense 
items 1s indicated in the section entitled Method of Estimating Cash Flow 
Values for Dairy Budget Generator, beginning on page 44,
6.2.2. INCREASE IN CASH FLOW indicates the amount that net income is Increased 
by the Investment over what it would be with the base year business under 
the same price, cost and inflation conditions. Under conditions of zero 
Inflation, increase in cash flow is the difference between base year net 
income and budgeted year net income. However, if a positive rate of in­
flation is assumed. Increase in cash flow is the budgeted year net income 
minus base year net Income calculated with the Inflated prices and costs 
appropriate for the budgeted year. Increase in cash flow is the before­
tax cash flow used in section 3.1 above.
7,0 The Financial Feasibility Analysis can be conducted at two levels*
11) for the complete farm business or (2) for the investment only’and is
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printed for the first five years. If the analysis is conducted for the 
complete farm business, the heading for this section reads:
FINANCIAL FEASIBILITY ANALYSIS; COMPLETE FARM BUSINESS
If financial feasibility relates only to the Investment Itself and the cash 
flows generated by that Investment, the heading for this section reads;
FINANCIAL FEASIBILITY ANALYSIS; INVESTMENT ONLY
FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FARM BUSINESS
7.1.0 This analysis assesses the ability of the complete farm business Includ­
ing the proposed Investment to make all of the debt payments that the 
business will have after the Investment 1s made. Financial feasibility for 
the complete farm business 1s obtained by leaving assumption 125 at Its 
assumed value of 0.
7.1.1 BEFORE TAX CASH FLOW 1s the total net cash income for the business. This 
1s the total amount of cash generated for payment of income taxes, family 
living, cash Investment and debt payments.
If the budget generator 1s used, this 1s calculated as the NET INCOME for 
the complete business from section 6 of the output (Budget) plus any non­
farm income Indicated In input line 84b. If the budget-generator 1s not 
used the BEFORE TAX CASH FLOW 1s the sum of (1) the cash income generated 
by the Investment, listed as BEFORE TAX CASH FLOW in output section 3 S U )  
the annual net cash flow generated by the business without the Investment, 
Indicated on line 81a of the input form and (3) nonfarm Income, indicated 
on line 84b.
If values are being Inflated, the budget generator inflation rates deter­
mine NET INCOME, nonfarm income is inflated by assumption 135 and cash 
flows entered on line 28 through 37 are 1nflated by assumption 135,
7.1.2 TAXES PAID 1s the amount of state and federal Income tax that the 
business 1s expected to pay on the total Income generated by the business
. after subtraction of State and Federal investment tax credit. This num­
ber can be negative 1f taxes were paid 1n any of the three years prior to 
Investment and the investment generates Investment tax credit that can be 
carried back. State taxes are calculated first and are subtracted from 
taxable 1ncome for calculation of Federal taxes.
State Taxes
If the budget generator is not used, State taxable Income 1s calculated 
as:
Taxable income from the Investment (output section 35 
Plus Expected net cash 1ncorae without the Investment (Indicated in
" ”  Input line 81a).
Plus Annual nonfarm income (from input line 84b)
Mlnus Depreciation expected 1f the Investment 1s not made (Indicated 
— —  1n line 80b).
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Mi ruts'
Minus
Minus
Minus
Amount of livestock sales generated by the investment that is 
exempted due to capital gains treatment. The proportion subject 
to capital gain treatment is indicated by assumption 129. The 
percent exempted is assumption 133.
Amount of income without the Investment that is exempted due to 
state capital gains treatment. The amount subject to capital 
gain treatment is indicated in input line 81b and the proportion 
exempted is assumption 133,
Total interest paid during the year on all loans outstanding 
Personal exemptions based on the numbers of exemptions per 
family from input line 84c, the number of tax families from 
input line 27d and state exemption per person (assumption 131).
If there 1s more than one tax family, the average family income is deter™ 
mined by dividing total income by the number of tax families. The state 
taxes per family are calculated by subtracting the state standard deduction 
from average family income and applying the state tax rates listed in 
assumptions 89-124. Total state tax payable 1s then the sum of the tax
paid for all families plus state investment tax credit recapture on items 
that are part of the investment.
j_f_the budget generator 1s used, state taxable income is the net income 
from the invptmentTfrOT^u3get section) (1) plus nonfarm income from 
line 84b, (2) minus depreciation without the investment (line 80b), (3) 
minus livestock income generated by the investment that is exempted from 
taxation due to capital gain treatment (livestock sales times assumption 
129 times assumption 133), (4) minus personal exemptions as described 
above. State taxes payable are calculated from taxable income in the 
same manner as described above.
Actual state tax paid (whether or not the budget generator is used) is the 
state taxes payable minus state investment tax credit taken. The amount of 
state investment tax credit available in any year is (1) the amount indi­
cated in line 83b inflated by assumption 7, plus (2) the amount generated 
by the investments). Investment tax credit carryover (line 82b) 1s added 
to the available credit for the first year. Investment tax credit is used 
to reduce the state tax. The oldest available state ITC is used first.
Federal Taxes
is not used. Federal taxable income is calculated 
in the same manner as the state taxable income except that (1) the 
Federal capital gains exclusion is used (assumption 132), (?) the federal 
personal exemption is used and (3) the state taxes paid are subtracted. 
Subtraction of the state taxes in this manner implies that the business 
itemizes deductions and that the deduction exclusive of state Income 
taxes are exactly equal to the "zero bracket amount" (3,400 in 1984).
l f_the_budget generator is used Federal taxable income is the same as 
that used for calculating state taxes except that (1) Federal personal 
exemptions and capital gain rates are used and iZ) state taxes paid are 
deducted. ]
Whether or not the budget generator 1s used, the Federal tax payable per
family 1s calculated by dividing the Federal taxable income by the number
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of tax families and applying the Federal tax rates listed In Table
6 ."Parameters used 1n the model". Total federal tax payable 1s then 
determined as i t ) the amount for each family multiplied by the number of
families plus (2) federal Investment tax credit recapture on items that are 
part of the investment.
Federal tax paid 1s the Federal taxes payable minus the Investment^tax 
credit taken. The Federal investment tax credit carryover dine 82a) Is 
assumed to have been generated evenly over the seven years preceding the 
Investment. Investment tax credit generated each year of the planning 
period is the (1) amount generated by the Investment, plus (2) federal 
investment tax credit that would have been available w1thout the invest­
ment (line 83a inflated by assumption 7), The oldest federal investment 
tax credit 1s always used first. Federal ITC 1s used to reduce the Federal 
tax.
Total TAXES PAID 1s the sum of the state tax paid plus the federal tax 
paid.
7.1.3 AFTER-TAX CASH FLOW 1s the before-tax cash flow minus the taxes paid.
This represents the amount of cash available from the entire business for 
family living, debt service and cash investment.
7.1.4 LIVING EXPENSES 1s the amount entered on line 84a inflated by assumption
134,
7.1.5 CASH AVAILABLE FOR DEBT is the after-tax cash flow minus the amount spent 
on family living.
7.1.6 DEBT PAYMENTS: SCHEDULED is the sum of the debt payments on all debt 
outstanding at the time the Investment is made (lines 68-77} plus debt 
generated by the investment. Payments include both principal and 
Interest. For any loans that are refinanced, the outstanding principal 
balance at the time of refinancing is used to determine the payments 
required from the date of refinancing forward.
7.1.7 DEBT PAYMENTS: INCLUDING MACHINERY REPLACEMENT 1s the scheduled debt pay­
ments plus the payments required on replacements for the existing macn- 
inery inventory that will be necessary in future years. The machinery 
Investment required to replace the current machinery inventory comes from 
line 80a, Inflated by the machinery Inflation index (assumption /). 
Replacement machinery 1s f1nanced with the terms indicated in line 79e. 
These payments may sometimes be reduced by refinancing (line 78g).
This line Indicates the total future debt payments required to service 
currently existing debt, new debt that 1s part of the Investment and debt 
that will have to be incurred in future years to maintain the current 
machinery inventory. Funds to maintain current livestock, land and 
building Inventories should be included in operating expenses. No allow­
ance is made for replacement of existing structures.
7.1.8 EXCESS OR DEFICIT Indicates the amount by which the funds available for 
debt service deviate from the required debt payments. A deficit Indicates 
the amount that living expenses would have to be reduced, expenses reduced 
or Income Increased in order to meet all debt payments.
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7.1.9 OUTSTANDING DEBT indicates the amount of principal outstanding on all debts 
at the end of year. INTERMEDIATE debt has a repayment term of less than 10
■ years. LONG TERM LOANS are those loans with repayment period of 10 years 
or more. MACHINERY REP. indicate the principal outstanding on funds 
borrowed to buy replacement machinery required to maintain the existing 
machinery inventory.
7.1.10 DEBT PAYMENTS indicate the breakdown of the total DEBT PAYMENTS: SCHEDULED 
INCL. MACH. REPLACEMENT listed above (see 7.1.6 and 7.1.7). The payments 
are the amounts paid on the corresponding outstanding principal indicated
■ under outstanding debt.
7.1.11 FINANCING FROM EQUITY indicates the amount of funds required to make the 
investment that are provided from equity sources (not financed). This 
represents new equity capital investment in the business or funds that have 
been generated by the business in prior years that are currently not 
invested in the business.
FINANCIAL FEASIBILITY ANALYSIS: INVESTMENT ONLY
7.2.0 This analysis assesses the ability of the investment by Itself to gener­
ate the funds necessary to make all payments resulting from the invest­
ment. This type of analysis is obtained by changing the value of assump­
tion 125 to 1. For this analysis, data on current outstanding debt 
(lines 68-77) and the farm situation without the investment (lines 80 
through 83, 84b and 84c) are ommitted. Line 84a will normally be blank 
since an additional investment will not normally result in increased liv­
ing expenses, However, if living expenses will increase because of the 
investment, then the amount of the increase is listed on line 84a.
7.2.1 BEFORE-TAX CASH FLOW is the cash flow generated by the investment and
. comes from (1s the same as) the before tax cash flow listed in section 
3 (CASH FLOW) of the output.
7.2.2 TAXES PAID is the amount of federal and state tax paid on the additional 
Income generated by the Investment. The marginal tax bracket entered on 
line 27b, the state tax rates listed in Table 1 (Values Assumed By The 
Model) and the federal tax rates listed in Table 6 (Parameters Used In The 
Model) are used to determine the added taxes that would result from income 
generated by the model. The taxes payable come from the TAX column of 
section 3 (CASH FLOW) of the output. See section 3.4 for a discussion of 
how these taxes are calculated. Si nee the taxes payable represents the 
change in taxes paid by this business as a result of the investment, the 
amount can be either positive or negative.
The amount of tax actually paid is the amount of tax payable minus the 
investment tax credit taken. The procedures listed in section 7.1.2 for 
application of Federal and State ITC are used, except that the only 
Investment tax credit that is available is that generated by the invest­
ment. This ITC is listed in section 5 of the output.
7.2.3 AFTER-TAX CASH FLOW is the before-tax cash flow minus the taxes paid, it 
Indicates the amount generated by the investment for family livina. debt 
service and cash investment.
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7.2.4 LIVING EXPENSES Indicates the Increase 1n living expenses that result from 
the Investment. This number frequently will be zero.
7.2.5 CASH AVAILABLE FOR DEBT Indicates the amount generated by the Investment 
that 1s available for debt service and cash Investment.
7.2.6 DEBT PAYMENTS: SCHEDULED indicates the debt payments that result from the 
investment.
7.2.7 DEBT PAYMENTS: INCLUDING MACHINERY REPLACEMENT will always be the same as 
DEBT/PAYMENTS: SCHEDULED since replacement of existing machinery 1s not of 
concern when the financial feasibility of the investment by itself 1s being 
considered.
7.2.8 EXCESS OR DEFICIT Indicates the difference between (1) the amount of cash 
available for debt payment that 1s generated by the investment and (2) the 
debt payments that result from the investment. It must be remembered that 
in this 11ml ted type of analysis, where only the results of the investment 
per se are being considered, a deficit may not mean that the business as a 
whole will not be able to make its debt payments. However, if a deficit 
exists, it Indicates the amount of funds that will have to be generated by 
the rest of the business if payments are to be met. An excess indicates 
the contribution to the cash flow of the business that 1s provided by the 
Investment.
7.2.9 OUTSTANDING DEBT Indicates the debt outstanding as a result of the in­
vestment. Debt not caused by the Investment 1s excluded. The defini­
tions of Intermediate and long term loans are identical to those indi­
cated In section 7.1.9. Machinery replacement will always be 0.
7.2.10 DEBT PAYMENTS Indicate the breakdown of debt payments resulting from the 
Investment. The payments correspond to the debt outstanding indicated 
above. Machinery replacement will always be 0.
7.2.11 FINANCING FROM EQUITY 1s same as indicated in section 7.1.11.
WARNINGS
8.1 INVESTMENT TAX CREDIT EXCEEDS TAX TO BE PAID IN YEARS: In calculating the 
net present value of the investment, the model assumes that there 1s 
sufficient tax to be paid that all investment tax credit can be taken in 
the year it becomes available, or that sufficient taxes have been paid 1n 
previous years that the Investment tax credit can be used by carrying the 
tax credit back to previous years. If financial feasibility 1s not used, 
the years for which the tax credit exceeds the total tax due from the 
business, Including the Investment, are determined. If there are any such 
years, the message shown above Is printed followed by a listing of the 
specific years for which tax credit exceeds estimated tax.
8,2 LOSSES INCURRED BUT NOT CARRIED FORWARD OR BACK IN YEARS: Unprofitable
investments, Investments with large negative cash flow in one or more 
years or Investments with a large amount of depreciation to be taken 1n one
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year can provide the business with losses (negative total taxable Income, 
Including Income w1thout the Investment) In one or more years. Tax law 
allows these losses to be carried backward or forward. Since the level of 
taxable Income In years previous to model year zero are unknown to the pro- 
gram and since losses frequently occur in the first few years, the model 
does not attempt to move losses forward or back. If there are losses, the 
message shown above is printed fol1 owed by a listing of the specific years 
in which losses occur.
8*3 Be careful in using the model to estimate the income Impacts of Inflation. 
Use of Inflation with constant rates of Inflation for all items, that 1s 
assumptions 54 and 29 both set to the same value, will make profitable 
Investments more profitable and may make unprofltable 1nvestments either
more or less profitable. In general, inflation will make the net cash flow 
larger in absolute value and will Increase the terminal value of assets.
However, if differential rates of 1nflation for different Items are used 
for a period of more than 5 to 10 years, some unexpected things may happen. 
An example appears 1n Table 4. In this case, both income and expense items 
have a weighted base year Inflation rate of S%. However, net Income first 
increases and then decreases. The compounding effect of the higher infla- 
tion rate on the smaller item ultimately has a very significant impact.
This Is shown even more dramatically in Table 5, where the weighted base 
year Inflation rate on expenses and Income are each 6%. Net income
Table 4. Impact of Inflation
Example 1
on Net Income
Income or Inflation Year
Expense Rate 0 1 2 .. 5 .. 20
Expense A 10 $10 11.00 12.10 16.11 25.94 41.77 67.28Expense B 4 50 52.00 54.08 60.83 74.01 90.05 109.56
Total “Bff S 7 O T W M T O T “W 7 W m . w 17 0 4 :
Income 5 a,/ 75 78.75 82.69 95.92 122.17 155.92 199.00
Net Income $15 15.75 16.51 18.78 22.22 24.10 22.16
d/ Weighted average of rates used for expenses
Table s. :Impact of Inflation on Net Income
Example 2
Income or Inflation Year
Expense Rate 0 1 ■ ....IT"— W ~ 15 20
Expense A 16 $10 11.60 13.46 21.00 44.11 92.66 194.61
Expense B 4 50 82.00 54 .IB 60.83 74.01 90.05 109.56
Total O T W M -WT8T n o ? l a o r 304.17Income 6 a/ 75 79.50 84.27 100.37 134.31 179.75 240.53
Net Income 15 15.90 16.73 18.54 16.19 -2.96 -63.64
a/ Weighted average of rates used for expenses
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increases for a few years and then declines rapidly to become significantly 
negative by year 20. Note that the inflation rates that were used were 
really not out of the range of values that might be entered.
In trying to estimate future inflation rates, historical data are fre­
quently very misleading. For example, during the early 70s, gas and oil 
prices Increased very rapidly and everything we heard about energy prices 
led us to believe that the trend would likely continue. However, recent
changes in gas and oil prices have not been much more rapid than many other 
items.
Minor differences in the 1nflation rates used for 1ncome and expense Items 
can materially change the relative profitability of farming in only a few 
years. This can significantly influence the apparent profitability of 
investments. Given the perfectly competitive nature of agriculture, there 
is little reason to believe that farming will suddenly become substantially 
more or less profitable and stay that way for a long period of time. We 
suggest that unless you are prepared to devote a lot of time to projecting 
inflation rates that your analysis 1s more likely to be correct If dif­
ferential rates of Inflation are not used. A general rate of inflation may 
be necessary to obtain appropriate cash flows.
I f  the base-year data represents an unusually profitable or unprofitable 
year relative to future expectations without the added Investment, adjust 
base-year data rather than try to use projected Inflation rates to pro­
ject future profitabllity.
ERROR MESSAGES
I f  a questionable input entry 1s made or an Inconsistency 1s found 1n the data 
input, an error message is given. For some errors the Input Information must be 
corrected before an analysis can be made. For other errors the message 1s just a 
warning that the Input Information may be incorrect.
The errors and an explanation of their causes are listed below. The line 
number 1n parentheses after each error message indicates the Input line number to 
which the message refers. When no 11ne number Is Indicated, the error may occur
with a number of different input values. In the listing below "X is used to indi­
cate that a line number will be listed and " l n or "Y" Indicates that a numerical 
value will be given.
X. *** PLANNING PERIOD LESS THAN 1 YEAR (X)
A planning period of less than one year has been entered. The shortest 
planning period the model can use 1s one year.
2, *** PLANNING PERIOD GREATER THAN 25 YEARS (1)
A planning period of more than 25 years has been entered. The longest 
planning period the model can use 1s 25 years.
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3. *** INAPPROPRIATE RECOVERY CLASS "Z" IN LINE HXH
The recovery class that can be selected for various types of property is 
limited by law. For example, the 3 year recovery class can not be used for 
any type of building, "X1 indicates the line number where an incorrect 
recovery class "Z“ has been entered.
4. *** INAPPROPRIATE RECOVERY OPTION "Z" IN LINE "X"
The number given for the recovery option must be 1, 2, 3, 4 or 9. See
input form line 3a.
5. *** YEAR OF PURCHASE ”Z,S IN LINE "X" NOT IN PLANNING PERIOD
All items that are part of the investment must be purchased during the
planning period, "Z" indicates the purchase year entered.
6. *** ZERO PERCENT CULLING RATE UNACCEPTABLE FOR COWS
The expected culling rate must be entered.
7. *** CULL COW VALUE "Z,! EXCEEDS PURCHASE PRICE S,Y"
Cull cow price must be less than or equal to the purchase price per
head.
8. *** PERCENT OF COWS REPLACED WITH PURCHASED ANIMALS MZ" EXCEEDS 100
Percent of replacements to be purchased must be 100 or less. H2" 
indicates the percentage entered. This message will normally indicate 
incorrect entry of data.
9. *** SUM OF CASH FLOW YEARS IN LINES 28-37 DOES NOT EQUAL PLANNING PERIOD
The number of years for which cash flows are entered on lines 28 
through 37 must equal the planning period. If there are years of zero cash 
flows, these must be included.
10. *** NO CASH FLOW OR BUDGET DATA ENTERED
In order to evaluate an investment either cash flow data must be 
entered on lines 28-37 or budget data must be entered on lines 38 to 63.
11. *** ASSUMPTION CODE “2“ USED IN LINE "X" DOES NOT EXIST
Only assumption codes listed 1n the "list of assumed values" can be 
used. 2 is a code number which is not on the list.
12. *** CANNOT USE BUDGET GENERATOR - NUMBER OF COWS IN BASE YEAR IS ZERO
A number of calculations used in the budget generator require the 
number of cows in the base year. Thus, the generator cannot be used unless 
the base year number of cows is greater than zero.
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13. *** LINE 27 MISSING {27)
Line 27 1s missing. The Program cannot run without cost of capital 
and tax rate information.
14. *** LINE 19 RECOVERY CLASS OR OPTION INFORMATION MISSING
If cows are purchased or the herd size 1s increased so that yearlings 
are purchased to maintain herd size, the recovery class and option must be 
listed in line 19. Due to the yearling purchase requirement this 
Information may be required even when no cows are purchased.
If herd size 1s Increased, the Information can be omitted only 1f:
1, assumption 57-0
2. no cows are purchased, 
and 3. line 18c=0
15. *** LINE "X" —  YEARS SINCE LOAN TAKEN OUT EXCEEDS ORIGINAL TERM
The data entered imply that the loan has been outstanding longer than 
its original period. This could occur only if payments had not been made as 
scheduled. The model cannot handle such loans. If this is actually the 
case, re-enter that loan as if it were taken out at the time the Investment 
1s made {year since taken out - Q) with the payment entered as it exists. 
Under “years to repay” enter the number of years that 1t will take to pay 
off the loan at that rate of payment.
16. *** LINE “X" —  INTEREST RATE EXCEEDS 20 PERCENT
This is a warning that an Interest rate in excess of 20 percent has 
been entered. Check to be sure that the interest rate entered 1s correct. 
The model will run with the entered rate.
17. *** LINE “X" —  INVALID CREDIT TEWS FOR REFINANCING
The only valid credit term identificatlon numbers are 1, 2, 3, or 4.
In addition, this message will be printed if the credit terms number entered 
in lines 69, 71, 73, 75 or 77 was not identified in lines 64 through 67.
18. *** LINE 82 —  FED ITC CARRYOVER INCONSISTENT W/FED TAXES PAID BUT NOT
OFFSET
Since Federal Investment tax credit can be carried forward or back it 
1s Impossible to have federal Investment tax credit carryover (line 82a) and 
have paid taxes during the last three years that have not been offset by
Investment tax credit {line 82c). Either line 82a or line 82c must be zero 
(or blank).
19. *** LINE 84 —  NUMBER OF EXEMPTIONS EXCEEDS 20
An error has apparently been made in the number of exemptions entered.
20. *** LINE 79 -» INVALID CREDIT TERMS
The only valid credit terms for line 79a through d are 1, 2, 3, 4, or 
5. In addition, this message will be printed if the credit terms number 
entered was not identified in lines 64 through 67.
-44-
21. *** LINE 79 —  VALID EQUIPMENT REPLACEMENT CREDIT TERMS MUST BE ENTERED IF
FINANCIAL FEASIBILITY IS USED (SEE SECTION 7.1.7)
Equipment credit terms are used to estimate the debt service require­
ments connected with replacement of the existing machinery inventory. Thus, 
equipment credit terms must be entered even if no equ1pment 1s purchased as 
part of the investment. Valid terms are 1, 2, 3, or 4. Identification 
number 5, financing from equity, cannot be used for replacement of existing 
equipment.
22;. *** LINE 79 —  CREDIT TERMS NOT ENTERED FOR LAND
CREDIT TERMS NOT ENTERED FOR BUILDINGS 
CREDIT TERMS NOT ENTERED FOR MACHINERY 
CREDIT TERMS NOT ENTERED FOR COWS 
CREDIT TERMS NOT ENTERED FOR TREES AND VINES
If the financial feasibll1ty section 1s used, credit terms must be 
entered for all new investment items. The error message indicates the 
investment item for which credit term have not been entered.
METHOD OF ESTIMATING CASH FLOW VALUES FOR BUDGET GENERATOR
The budget generator estimates each budget cash flow value individually.
All budgeted values are based on the base year performance and other input data. 
The listing below indicates the method used to estimate each cash flow item. The 
procedures outlined do not 1nclude Inflation adjustments. If values are to be 
inflated, they are calculated as indicated below and then modified to reflect the 
inflation rates indicated in assumptions 29 and 59 through 82.
EXPENSES
Labor Labor is increased from base year value to the final value
(Input line 52) 1n proportion to the increase in cow numbers 
unless assumption code 11 is set to 1 through 5. In this 
case, the total increase occurs in the year entered for 
assumption 11 (1,e., years 1 through 5).
Feed Feed cost per cow, acres of corn per cow, acres of hay crops
per cow and acres of other feed crops per cow are calculated 
for the base year* Feed cost per cow for each year 1s 
calculated as base year feed cost per cow multi plied by the 
number of cows, plus or minus any deficit or excess acres of 
each crop multiplied by the feed value of that crop 
(assumption codes 12, 13 and 14). If feed crops were sold in 
the base year, the deficit 1s adjusted for that portion of 
feed crop acres used to produce crops sold. In addition, an 
allowance is made for feed crop sales generated by a change 
in acreage from base year data. If assumption code 15 1s 0, 
any deficit in crop production will be subtracted from feed 
crop sales before feed costs are increased.
Machine hire Cost per acre of corn, other feed crops, and non-feed crops
(excluding hay) from base year multiplied by acres of corn, 
other feed crops, and non-feed crops.
Machine repairs
Auto expense 
Gas and oil
Purchased replacements
Breeding fees 
Veterinary and medicine 
Other livestock expense 
11me and fertilizer
Seed and pi ants
Spray and other crop 
expense
Rent
Telephone and El ectricity 
Miscellaneous
IF REAL ESTATE IS OWNED I
Land, building, and 
tence repair"
Taxes
Insurance
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Maxim of (1) cost per crop acre from base year multi­
plied by the number of crop acres 1n each year or 
(2) base year cost plus minimum marginal machine cost 
with Increased herd number (assumption code 16) 
multiplied by number of cows.
Base year expense per cow times number of cows up to 
maximum percent Increase indicated in assumption 17.
Base year cost per acre times number of crop acres with 
a minimum percent Increase equal to the percent 
Increase in machine repairs.
Base year value. Replacement purchases made necessary 
by new investment in cattle are included in output 
section 4, under purchased cattle.
Base year cost per cow times number of cows.
Base year cost per cow times number of cows.
Base year cost per cow times number of cows.
Data in assumption codes 18, 19, and 20 are used to
calculate lime and fertilizer "corn equivalents 1".
Lime and fertilizer per "corn equivalent 1" in base 
year Is multiplied by "corn equivalent 1" acres for 
each year.
Base year cost per "corn equivalent 2", calculated
using assumptions 21, 22, and 23 multiplied by "corn 
equivalent 2" acres for each year.
Base year cost per "corn equivalent 3", calculated 
using assumptions 24, 25, and 26 multiplied by "corn 
equivalent 3" acres for each year.
Base year value plus rental Indicated in line 58.
Cost per cow in base year times number of cows.
Same percent of total expenses as in base year.
THE BASE YEAR
Base year cost per dol1ar of real estate investment 
times total investment (base year value of real estate 
plus average value of buildings over their life plus 
land purchases).
Base year cost per dol1ar of real estate investment 
times total investment.
Base year cost per dol1ar of real estate Investment 
times total investment.
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IF REAL ESTATE IS NOT OWNED IN BASE YEAR (LINE 61b » Q)
Lahd> building, and Land, buildings, and fence repair expense 1s estimated
tence repair by multiplying assumption 83 by the value of land plus
the depreciated value of buildings.
taftes Taxes are estimated by multiplying assumption 84 by the
value of land purchased plus the depredated value of 
buildings purchased.
Insurance There will normally be a base-year entry for 1nsuranee
even if there 1s no real estate. In this case the base 
year insurance entry is assumed to have been on cattle 
and machinery. An estimate of the value of the cattle 
and machinery 1$ made by (1) using assumption 87 to 
determine machinery investment and (2) using the value 
per cow entered In line 18a, or if that is blank, 
assumption 86 to estimate the value of the existing 
herd. The sum of these two Investment Items 1s divided 
Into base-year Insurance costs to determine the insur­
ance cost per dollar of Investment for base year.
Total investment in future years 1s calculated in a 
similar manner except that the value of purchased real 
estate plus the depreciated value of buildings 1s added 
to the total investment, and assumption 85 1s used to 
weight the insurance cost on real estate Investment 
relative to that for cows and machinery.
INCOME
Milk sales 
Livestock sales
Crop sales from feed
crops
Non-feed crop sales
Miscellaneous
Milk price In base year times amount of milk produced 
(# cows times production level) as adjusted by 
assumptions 27 and 28.
Base year livestock sales plus additional value of 
livestock sold as a result of livestock Investments 
Included as part of the Investment.
Base year sales per feed crop acre (corn plus hay plus 
other feed crops) times number of feed crop acres, 
minus adjustments for feed deficits as Indicated 1n 
feed costs* Base year sales = (crop sales) (1 - % of 
crop sales from non-feed crops).
Base year value per acre 1s calculated as total crop 
sales multipi led by "percent of crop sales from non­
feed crops" divided by number of acres of non-feed 
crops. Budget value 1s the base year value per acre 
multiplied by acres of non-feed crops for each year.
Same percent of total receipts as in base year.
Table 6, PARAMETERS USED IN THE MODEL
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Federal Tax Rates:
Federal Taxable Income Tax Rate a/
But Hot
Over Over
$ 0 $ 3,400 0
3,400 5,500 .11
5,500 7,600 .12
7,600 11,900 .14
11,900 16,000 .16
16,000 20,200 .18
20,200 24,600 .22
24,600 29,900 .25
29,900 35,200 .28
35,200 45,800 .33
45,800 60,000 .38
60,000 85,600 .42
85,600 109,400 .45
109,400 162 ,400 .49
162,400 215,400 .50
215,400 .50
a/ Rates are for 1984.
ACRS RECOVERY PERCENTAGE - RAPID RECOVERY:
Recovery
Class
Years after Purchase
T " ~2“ "3 T ~ ”5 T ~ 1 8 1 io rr th — 13~ 14 ~ 15
3 year 25 38 37
5 year 15 22 21 21 21
10 year 8 14 12 10 10 10 9 9 9 9
15 year b/ 7 11 10 8 7 7 6 6 6 5 5 5 5 5 2
b/Assumes that 15 year property 1s purchased 1n the sixth month of the Investor*s 
tax year.
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Table 6. PARAMETERS USED IN THE MODEL (continued)
Recovery Periods Allowed for Straight Line ACRS:
Recovery
Class
3 year
5 year
10 year
15 year
Allowed Recovery 
Periods (Years)
3, 5 or 12
5, 12 or 25
10, 25 or 35
15, 35 or 45
* 49“
EXAMPLE 1: HENRY HOLSTEIN8S PROPOSED DAIRY HERD EXPANSION
Henry Holstein 1s the operator of a 75 cow dairy farm. He 1s considering 
an expansion to 125 cows, Including the purchase of SO acres of crop!and._ 
Henry 1s Interested 1n the profitability (net present value) of the Investment 
as well as the financial feasibility of the Investment.
Net Present Value
Since he expects the building and silo Investments to last about 15 years 
Henry will use a 15 year planning period. He has made the following estimates 
of the Initial Investment for land, buildings and equipment.
Land $40,000
Barn extension 42 ,000
S11© 35,000
Parlor equipment 5,000
Bulk tank 10,000
Tractor 31,000
Forage harvester 9,000
S11o unloader 7,000
All the items are 5 year ACRS property and he plans to use the rapid 
recovery option on all items.
Henry’s dairy herd had an average of 76 cows during the base year. He
plans to expand to 85 cows in the first year and by 10 cows per year until he 
reaches 125 in the fifth year. He plans to purchase five cows for $950 each 
at the beginning of each year and the remainder will come from raised animals.
Henry plans to change his cropping program as follows:
Crop Base year Year 1
— acres— —
Year 2 and beyond
Corn 82 136 161
Hay 135 135 135
Oats 29 25 0
Henry's weighted average cost of capital 1s 15 percent and he expects to 
be 1n the 25 percent Federal tax bracket if the Investment 1s not made.
A copy of Henry Holstein’s farm business summary for last year 1s shown 
on page 52. Henry believes this was a relatively "normal" year, and thus, 
this business summary will be used, with adjustments, to construct the base 
year for the budget generator projections.
Adjustments and Assumptions
Henry's Hme and fertilizer bill In the year of the farm business summary 
was $3,000 more than the actual lime and fertilizer used in that year because 
he purchased $3,000 worth of fertilizer in the fall to be used the following
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year9 a practice he does not usually follow. He has adjusted the base year 
lime and ferti11zer expense (line 44) to $7,882 to represent one year's lime 
and fertilizer expense.
Last year's milk sales is the net amount after deducting a milk
assessment of $5,091. The assessment was not paid for a full year. A $.504 
per cwt. assessment for a full year would have been $5,933. Henry has 
adjusted the milk sales from the farm business summary by subtracting 
$5933 - 5,091 = $842 and entered $154,365 as base year milk sales. He expects
J s?flsf?ent wi]1 Replaced by a 50* drop in support price and 
therefore $154,365 is a reasonable base year level of milk sales. Henry
believes that the 50$ drop in the support price should be enough to get rid of 
the milk surplus. However, another 50$ drop may be required. Analysis 2
considers this situation.
Henry plans to add a full-time employee when he makes the initial in­
vestment. He expects to pay about $14,000 per year resulting in a total labor 
expense of about $28,900. Since the employee will be added at the time of
the Investment, he has used line 85 to change assumption 11 to 1.0.
Henry has computed the feed value of an acre of corn at 85 bu. per acre x
V * 25:?’ He has entered value using assumption code 12 on line 86. 
The feed value of an acre of hay on his farm 1s 2.8 tons x $75 per ton =
$210. This is entered on line 87 using assumption code 13.
Henry expects that there will be continued inflation in the future. Like 
the rest of us, he doesn't know for sure what the inflation rate will be. His 
best estimate 1s that the inflation rate will average 7.0 percent on all 
investment items and on receipts and expenses. Lines 88 and 89 have ‘Been used 
to enter this inflation rate using assumption codes 54 and 29.
Financial Feasibility
Henry 1s currently able to borrow money at 12% for 30 years for real 
estate purposes and at 14%, 7 years for non-real estate purposes.
Henry has a 20 year mortgage which was obtained six years ago with an 
original principal of $95,000. The Interest rate is 8 percent. This loan may 
be refinanced. He also has a $62,000, 7 year Intermediate term loan with a 13
percent interest rate obtained two years ago. This loan may be refinanced.
Adjusted Analyses
Analysis 2
Henry believes there is a good chance that milk prices will be lower 
relative to input costs in the future because of possible changes in the 
government price support program. Analysis 2 will use base year milk receipts 
calculated with a price $.50 per cwt. below the price used for Analysis 1. He
has subtracted 11,865 cwt x $.50 * $5,933 from the Analysis 1 base year milk 
receipts and used $148,432 as base year milk receipts in Analysis 2.
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Analysis 3
Henry will use Analysis 3 to evaluate the financial feaslbllty of the 
Investment alone, assuming that the price of milk 1n the base year 1s $.50 
per cwt. below the price used 1n Analysis 1, This analysis does not require 
the data on current debts outstanding (lines 68-77) nor the data on lines 
80-83 and 84 b and c. He changed Assumption 125 to 1.0 (line 90) which 
automatically deletes the data 1n lines 68-77 and 80-84. Also, he does not 
expect the added Investment to affect his living expenses so he has made no 
entry 1n 84a,
”52"
j
Henry Holstein 
Farm Business Summary
CAPITAL INVESTMENT"
Livestock 
Feed & suppl1es 
Machinery & equipment 
Land & buildings 
TOTAL INVESTMENT
EXPENSES
Labor 
' Hired 
Feed
Dairy concentrate 
Hay & other 
Machinery 
Machine hi re 
Machinery repair 
Auto expense 
Gas & oil 
Livestock
Beginninq
30,600
77,500
214,000
m r ^ m
RECEIPTS.
End^ Ml Ik sales 
¥121,600 Crop sales 
32,800 Dairy cattle sold 
83,400 Livestock sales 
220,000 Gas tax refund 
$457,800 Government payments 
Custom machine work 
Miscellaneous
TOTAL CASH RECEIPTS
$ 14,938
Increase in livestock 
38,357 Increase in feed & supplies
0 TOTAL FARM RECEIPTS
EXCLUDING APPRECIATION 
1,200 Livestock appreciation
7,274 Machinery appreciation
380 Real estate appreciation 
6,110 TOTAL FARM RECEIPTS
Replacement livestock 
Breeding fees 
Veterinary, medicine 
Milk marketing 
Other livestock expense 
Crops
Lime & fertilizer 
Seeds & plants 
Spray & other 
Real Estate
Land, building, fence repair 
Taxes 
Insurance 
Rent 
Other
Telephone (farm share 
Electricity (farm share) 
Interest paid 
Miscellaneous
TOTAL CASH EXPENSES
Expansion livestock 
Machinery depreciation 
Building depreciation 
Total expenses
1,780
1,930
2,639
4,151
5,359
10,882
2,398
1,838
2,789
3,970
3,047
2,075
663
2,653
12,504
2,067
0
11,862 
4,541
FINANCIAL SUMMARY 
total cash receipts 
Total cash expenses 
NET CASH INCOME
Total farm receipts 
Total farm expenses
NET FARM INCOME
Less: Unpaid labor
Interest on equity 0 5% 
LABOR AND MANAGEMENT INCOME
CROP RECORD 
Hay and hay
acres yield
crop silage 135 2.8 t.
Corn silage 62 15 t.
Corn grain 20 85 bu.
Oats 29 60 bu.
" Z W
Herd Information
n o . or cows 76
Milk sold per cow 15 ,612
$155,207*
1.500
12,735
2,310
168
456
215
1,560
¥174,151
1,800 
5,200:
$181,151
0
1.500
4,000
¥1867651
$174,151
129,004
r w j w
$181,151 
145,407
2,000 
15,606 
¥~TBTOT
Total
378 t. 
930 t.
1700 bu. 
1740 bu.
*Net milk sales after subtracting a Federal assessment of $5,091.
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HCWPLAH PROGRAM 50 (Form 4)
PROFITABILITY AND FINANCIAL FEASIBILITY OF MAJOR CAPITAL INVESTMENTS
PROGRAM a  f i e ?  m n e - ------------- Date-
----------
INVES1MENT^  j £ * i r 1 c % U M  maximum)'
Address
line analysis analysis
NO. 1 2___
Section I. 1
1. a. Planning period (years) 01. U i T  l - l
Section I I .  Building Investment Information 
(Up to 3 buildings or categories of buildings 
volved. enter a “0“ 1n lin e  2 and proceed to
2. Item or group A B ^ r n
may be specified. I f  no buildings are 1n
line 8.)
a. Total cost i-
b. Year of purchase------------------—----- -----------------
(0 « beg. o f planning period;
■ l  a end of 1st year, e t c . . . )
c . Recovery class (5» 10 or 15 years) — -------- - -------*—
3 , a. Recovery Option Code 03.
Option Recovery Cl ass
Code ~T 5
-yrs depreciated over-
1 Rapid
2 3 5 10 15
3 5 12 25 35
4 12 25 35 45
9 non depreciable
b. Recovery option code on replacement .
c. Does investment q ua lify  for Federal 
Investment tax credit? (0-no; l=yes).
d. Does investment qualify  for State 
Investment tax credit? (0*no; 1-yes).
e. Years to replacement--- — --- — — —
(1 f not to be replaced, enter 0)1
f . Salvage percent (% of total cost)^ -
iModel w ill replace the Item or group the number of times required to complete
2 ignore*” nflation when estimating the salvage percent. The percent entered should be
based on the value at time of trade-in 1f replaced, or the value at end of planning 
period 1f not replaced. I f  values are being In fla ted , the In flated  value w ill be 
calculated by the computer.
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LINE
NO.
ANALYSIS
1
ANALYSIS
2
4. Item or group B S i  f a
(if none 1s to be considered, enter "0H on lin e  4 and proceed to Hne 8 ).
a. Total cost
b. Year of purchase........ .......................... _
(0 * beg. o f planning period;
X ■ end of 1st year, e t c . . . )
e. Recovery class (5 , 10 or 15 years)
5. a. Recovery option code 
( see 3a for codes)
b. Recovery option code, replacement
c . Federal 1TC (0=no; 1-yes) _
d. State ITC (0-no; l*ye s )________
os. m i n w & i m
J
e. Years to replacement 
f
( I f  not to be replaced enter 0 ). 1 
Salvage percent2 ___  .
6. Item or group C
( I f  none is  to be considered, enter "O'1 on lin e  6 and proceed to lin e  8 ).
a. Total cost 06. | 0 _  _  _  _  _ j
b* Year of purchase_______ ___ -______ ____  ___ ___ I
(0 - beg. o f planning period;
1 - end of 1st year, e t c . . . )
c . Recovery class (5 , 10 or IS years) _______________
7. a. Recovery option code 07. | | | | | | | | | | ( j | j
(see 3a for codes) i- i- i- i- i- l-i-l-i-i- -1- -1
b. Recovery option code, replacementJ |
c . Federal ITC (0*r»o; l®yes)_______  I
d. State ITC (0*no; i«yaa)- .............. .
e. Years to repl acement. ............  .
(1 f  not to be repl aced enter 0 ) . l
f . Salvage percent2 ............■ .. - .............. _..-....... . .
*Mode1 will replace the Item or group the number of times required to complete the 
planning period.
2 Ignore In fla tio n  when estimating the salvage percent. The percent entered should be 
based on the value at time of trade In 1f repl aced, or the value at end of planning 
period 1f not repl aced. I f  values are being In fla ted , the In flated value w ill be 
calculated by the computer.
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LINE ANALYSIS ANALYSIS
NO. I  2
Section I I I .  Equipment I nvestment Information ,  ^ ,  . ,  . 
(Up to 3 items or categories of equipment may be specified . J f  no equipment 1s Involved, 
enter a "0" on Tine 8 and proceed to lin e  14).
8. Item or group A
a. Total do llar cost
J& u U i f e e/
*• \ U £ 4 6 b L \ t t %
b. Year of purchase — -----—-----
(0 a beg. of planning period; 
1 * end of 1st year, e t c . . . )
c . Recovery class (3 or 5 years) — — ---- --------- -
9. a. Recovery option code 09. |/|/|A/j/<^|/^| 
(see 3a for codes) .
b. Recovery option code, replacements
c . Federal ITC (0«*no; l«yes)_—----— —
d. State ITC (0-no; l*yes).
« . Years to replacement------—-------
(1 f  not to be re pi aced enter 0 ) .*
10.
f .  Salvage percent2 _ — -------— —
Item or group B
( i f  none 1s to be considered, enter "0" on lin e  10 and proceed to lin e  14).
a. Total dollar cost 10. i
b. Year of purchase-------------------------------- J
(0 * beg. o f planning period;
1 * end of 1st year, e tc .. . )
c . Recovery class (3 or 5 years) ---------- -----------
11. a. Recovery option code 11. \ M M t e \ t e \
(see 3a for codes)
b. Recovery option code, replacementJ I
c. Federal ITC (0-no; l* y e s )_— -------1
d. State ITC (0-no; l*yes)— ---------------
e. Years to replacement------ — — —----—J
(If not to be re pi aced enter 0)1
f .  Salvage percent2 ——— —---------------- ------
lModel w ill replace the item or group the number of times required to complete
^Ignore^nfUtlon'when estimating the selvage percent. The percent entered should be 
based on the value at time of trade In 1f replaced, or ttie value at end of planning 
period 1f not repl aced. I f  values are being In fla ted , the Inflated value w ill be
calculated by the computer.
-56-
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LINE ANALYSIS ANALYSIS
NO. X z
12. I ton or group C $&*»«»*$
n f  none 1s to be” cons/ifered, enter a "0M on lin e  12 and proceed to lin e  14)
a. Total dollar cost 12. |______________ ! |_
b. Year of purchase —  i
(0 ■ beg. o f planning period;
1 - end ©f 1st year, e t c . . . )
c . Recovery c lass (3 or 5 years) ___
13’ a' S T f o T c o S e s ^  ^  l _ U _ L U _  _
b. Recovery option code, replacement
c . Federal ITC (0*no; l=yes)_____________
d. State ITC (0**no; _____
e . Years to replacement................ ..............
(1 f  not to be replaced enter 0)1
f . Salvage percent^______________________ ___________
Section IV A. Livestock Investment Information3
( I f  no live sto ck , tree or vine investments are 1rtvolved, enter "0" on lin e  14 & lin e  15 
and proceed to lin e  21. I f  tree & vine Investments are Included, skip to section IY, B .)
14.
15.
a. Number of cows before
b. Average number of cows 
In year 1
c . Average number of cows 
In year 2
a. Average number ©f cows 
1n year 3
b. Average number of cows 
1n year 4
c . Average number of cows 
In  year 5
is- u m u ^ m  i—j_
iModel w ill replace the Item or group the number of times required to complete the 
planning period.
2 Ignore In fla tio n  when estimating the salvage percent. The percent entered should be 
based on the value at time of trade In 1f replaced, or the value at end of planning 
period I f  not replaced. I f  values are being In fla ted , the In flated  value w ill be 
calculated by the computer.
3TMs section cannot be used 1f entries are made In section IV. B Tree and vine 
Information. --- ------------- —
i
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lim  ANALYSIS
NO. 1
16. a. Number of cows purchased 16. \QQ> X f
In  year 0.1 .
b. Number of cows purchased — - — — — —J  
In year 1
c . Number of cows purchased — —  . ..................
in  year 2
17. a. Number of cows purchased 17.
In  year 3
b. Number of cows purchased — - — —  ■ ~l 
1n year 4
c . Cull value per head* —---- — — — ------ —— —
18. a. Purchase price per head2 18.
b. Cu lling  rate { Percent) ---- — — ----_ J
c.
19. a.
b.
c *
d.
20. a.
b.
c.
percent to be repl aced 
with purchased animals
19.Recovery class 
(3 or 5 years)
Recovery option code, year 0 - 
(see 3a for codes) 1 -
2 -
3 -
4 -
Federal ITC (0 * no; 1 » yes) 
State ITC (0 - no; 1 * yes)
M /l'IA M ilil
Value per cow at end of 20. Stff
nl Annina Mrlod (SlOO)2 ^  ~ 1 1pla ing peri  ($100)
Average value per he ifer at 
end of planning period.2 — .
Increase in number of heifers 
by end of piannlng period -—
Skip tree and vine Input and go to Line 21
ANALYSIS
2
|_ — |— |
1 Animals to be purchased early in any business year should be included with the preced­
ing Investment year purchases. Include only animals purchased to Increase the herd 
size. Do not Include animals purchased as replacements.
2Enter value 1n year 0 d o lla rs . I f  values are being In fla ted , an actual do lla r value 
w ill be calculated by In fla tin g  the value entered.
»58"
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LINE ANALYSIS
NO, 1
Section IV B. Tree and Vine Information^
14. Are development costs expensed (=1)
or capitalized (-0): 14. j l  £  9|o
a. For variety  or pi anting A —......... ....-.....  I
b. For variety or pi anting B ____________ _____________J
Income tax recovery option used (see lin e  3a)2
c . For variety  or planting A --------- ------------------
d. For variety  or planting B - ____________  _______  .
ANALYSIS
2
9 9 9 0 0
Variety or Planting A
15. a. Acres to be established: y r . 0 15.|__ | _
b. year 1 .............. 1
c . year t  —— ____
d* year 3 —  ---
16. a. Land value per acre ($100) 16.1 |
(1 f  land 1s not part of 
Investment)
b. EstablIshment cost per
acre ($100) - ................................ ........ .— ------
c . Development cost* 3 per
acre: ($100) 1st year* ___________
d. 2nd year — — — —
17. a. 3rd year 17.
b. ' 4th year ..............  1 j
c . 5th year ........... .....................I
d. Terminal value of trees
and vines per acre ($100)5___ - -........ - - ■ ■
iTh ls  section cannot be used I f  livestock Information 1s entered In  Section IV A. 
^Livestock Investment Information.
^Trees and vines are automatically treated as 5 year property (recovery c la s s ) .
3Cap ita lization  takes place as of the la s t  year for which development costs are entered. 
A ll development costs occurring a fte r that date should be Included In operating costs. 
*Year of development costs re fer to the number of years a fte r establishment for each 
planting.
^Terminal value of trees and vines at year 0 p rices.
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line
NO.
Variety or Planting B
18. a. Acres to be established year 0 18.
b. year 1 -
c . year t
d. year 3 -
19. a. Land value per acre ($100) 19.
b. Establishment cost per acre .-------
Development co stl per
acre ($100)
d.
20. a.
b.
c .
1st year2 
2nd year
d. Terminal value of trees 
and vines per acre ($100)3
ANALYSIS
1
ANALYSIS
2
* t .
3rd year 20. ___°„j
4th year -— .— — !
5th year
Section V. Land Investment Information^
(Enter a ll depreciable real estate under Section I I  or IV B. I f  no land purchase 1s in ­
volved, enter "0B on lin e  21 and proceed to lin e  27),
21.
22.
Item or group A __________
a . Year of purchase
b. C o s t---------------- —
Terminal value at end of 
planning period 5
21.
_____________ i
22.
C a p ita liz a t io n  takes place as of the la s t  year with positive development costs.
A ll development costs occurring afte r that date should be Included 1n operating costs. 
2year of development costs re fer to the years a fte r establishment for each pi anting.
3Terminal value of trees and vines at year 0 p rices.
^Include value of bare land purchased for tree and vine investment lis te d  1n 
Section IV B.
5Enter value 1n year 0 d o lla rs . I f  values are being in fla te d , an actual do llar value 
w ill be calculated by In fla tin g  the value entered.
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LINE ANALYSIS
NO. 1
23. Item or group B
a. Year of purchase
h. Pn«t_ . . .... . . .
23. \Q |_
\
24. Terminal value at end of 
planning period* 24. j .
25. Iton or group C
a. Year of purchase
h. Host _ .... ..........
25. | |_
...... \
26. Terminal value at end of 
planning period* 26. 1 — J
Section V I. Income Tax and Cost of Capital Information 
27. a. Cost of Capital [%) 27.
b. Federal Income tax bracket assuming I I
the proposed investment Is  not made____ J  I
c . State code (New York * 3 1 ) ______ _____ _________ I
d. Number of tax fa m ilie s ......................  ................. .......
ANALYSIS
2
Section V I I . Projected Increase in Cash Flow
TCTcash flow Is  to be estimated by the program, enter "O” on lin e  28 and proceed to line  
38). Enter Increase in cash flow before income taxes. (Projected increase 1n cash re­
ceipts minus increase in cash expenses.)2
28. a. Amount 28. i_____ i i
b. vmp^3 ... . \
29. a. Amount 29. -1-1 i______ i-_i
b. ■ Yparp - ........ i
30. a. Amount 30. , _ _ u i— _ j _j
b. Years ... _ i
31. a. Amount 31. U— - i - i i—  _ _i_ _i
b. Year* .. . .. .. i
32. a. Amount 32. 1— - ~ - U i— _ _i_ j
b. Years ___i
* Enter value in year 0 d o lla rs . I f  values are being In fla te d , art actual do llar value 
w ill be calculated by In fla t in g  the value entered.
2Do not include increased sales of calves and cu ll cows nor added purchased replacements. 
3Total of years in 28 thru 37 must equal planning period in lin e  1.
r61-
33, a. 
b.
34. a. 
b.
36. a. 
b.
36. a.
b -a
3 7. a. 
b.
Amount
Years*
Amount
Years » 
Amount 
Years - 
Amount 
Years - 
Amount 
Years -
LINE ■ ANALYSIS 
NO. 1
33- | _ _ ______|-_|
34. |_____________ | _ _ f
35.
36.
31.
Section V I I I .  Budget Projection Data
( i f  cash flows are entered on Vfnes"Z& through 37 , go to lin e  64).
CASH INCOME AND EXPENSE DATA FOR BASE YEAR2
38. Labor ' 38. W / C i J l l
39. Feed
Machlnery
40.
41. a*
b.
Machine hire
Machine re p a ir s -----——
Auto Expense (farm share) 
Gas and o il ------—— ——
40. \ L U m i S 2 %
________________I
41.
Livestock
42. a. Purchased replaeements3 42. \ G L 7 Z t U t t e  I___________ I--------- 1
b. Breeding fees —»---------- >— ■—— — — -----—------
lTotal of years In 28 thru 37 must equal planning period In lin e  1.
2Adjust base year record where more or le ss than one year’ s expense 1s Included,
1 e. i f  the feed b i l l  was paid o f f ,  Include only those feed costs Incurred 
during the year. The data entered for the base year should re f le c t  the results 
of future operation of the business If the Investment were not made.
3 include only replacements for the presently owned herd. Exclude animals purchased to 
increase herd s ize .
-62-
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LIME ANALYSIS ■ ANALYSIS
NO. 1 2
43. a. Veterinary A Medicine 43.
1--------- 1------------ 1
b. Other livestock expense i
Crops
44. Lime and F e r t i l iz e r 44. L ------------ 1
45. a. Seeds and plants 45. \mmm 1--------- 1------------ 1
b. Spray, other crop expense i
Real Estate
46. a. Land, buildings A 
fence repair
46.
1— -1___________ 1
b. Taxes _ .. ..........., , , ........ |
47. a. Insurance 47, \ $ « r i y j i * 7  j f | | |
b. Rent — ......... ....- . . \
48. a. Telephone I  e le c t r ic ity 48. \£lLk\QM^ 1--------- 1------------1
b. M iscall anemic .......  , , , . S
Total Expenses
Incone
/
49. M1lk Sales 49. \0/jyj£$ i M f i m
50. Livestock Sales 50.
51. a. Crop Sales ($100) 51.' \P4l$2U% 1--------- 1—  _ |
b. Miscellaneous - ............. ............... s .
Total Income /73U1
Total Expenses Hi SOQ
Met Cash Flow s i m
OTHER INFORMATION
52. a. Hired Labor costs In 5th y r . 52. \#j?m 1—  — 1
______ 1
53. a. Acres of corn - base year S3. miuwtix
: b. Acres of corn - Year 1 ____________i
c . Acres of corn - Year 2
* 6 3 “
54*
55.
56*
»U~
LIME ANALYSIS
NO. • 1
b.
c.
Acres of corn » Year 3 54.
Acres of corn * Year 4 ---------— -
Acres ©f corn ~ Year 5 and after
a*
b.
c «>
b.
c.
Acres of hay crops * base 55. usms\n% 
year {Include cropland pasture)
Acres of hay crops-Year 1
Acres of hay crops-Year Z
Acres of hay crops-Year 3 
Acres of hay crops-Year 4 
Acres ©f hay crops-Year 5
MWW\$
1 after — ——---------1
57. a. Acres of other feed crops - 57.
base year . .
b. Acres of other feed crops - Year 1 —— • I
c. Acres of other feed crops - Year 2 ----------------J
58. a. Acres of other feed crops 58.
Year 3 . .
b. Acres of other feed crops - Year 4 -------  — 1 j
c . Acres of other feed crops * Year 5 and a fter--------J
59. a. Acres ©f non-feed crops 59. -1—
has® year i
b. Acres of non-feed crops - Year 1 '
c. Acres of non-feed crops - Year 2
60. a. Acres of non-feed crops 60. 1 4 - 1 -  --1—
Year 3 i
b. Acres of non-feed crops - Year 4 !
c. Acres of non-feed crops - Year 5 and after
61. a. Percent of crop sales from 61. i & m n  4
non-feed crops - base year
b. Market value of real estate
before Investment ($1,000) - J
62. a. Pounds of milk per cow 62. uum zii
bas® year s
b. Average number of cows in base year —J
63. a. Added crop acres rented 63. l * - U - J
b. Year rent to start (1-5)— .
c. Rental rate per acre ---------
ANALYSIS
. I
|— 1_ _ _!— I 
I__ I— I— I
!— |— 1— |
-64-
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IWt ANALYSIS ANALYSIS
NO. 1 2
Section IX Financial Feasibility
lif financial feasibility will not be considered, enter 0 In line 64 and proceed to 
line 85)
Credit Terras Available
(List tne credit terms that will be used for refinancing existing debt and financing 
capital purchases connected with this Investment. If a variable rate 1s being charged, 
list the initial effective rate). 9
64. Credit Terras 1, Lender 
(real estate jj „ nonreaT
a. Years to repay-----—
b. Interest rate_____ ____
64.
c. Even principal and Interest (*0) or even
principal (-1) .... .......-.....
d* Number of payments per year (for monthly, 
enter 0) — ____ _
65. Credit Terras II, Lender
(real estate , nonreaT
a.
b.
c.
d.
Years to repay 
Interest rate
Even principal and Interest (*0) or even 
principal (*1)
Number of payments per year (for monthly, 
enter 0) -------- ------  .-.._____-....
i__ -J _ U
66. Credit Terms 111, Lender 66.1(9 I . 1 1 !
(real estate nonreaT~ ~  ) -4 -M
a.
b.
C a
d.
Years to repay 
Interest rate -
Even principal and Interest («0) or even 
principal (*1)
Number of payments per year (for monthly, 
enter 0 ) — — ------ --    ..
67. Credit Terras IV, Lender 67. I |
(real estate , noWiir~ ~  )
a. Years to repay — :.:...... . ■■■ ■ i
b. Interest rate ----------..............
c* Even principal and Interest (>0) or even
principal (-1) -— — —  _____— -________
d. Number of payments per year (for monthly, 
enter 0 ) ..... ..... .______________________
-65-
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UNE
NO.
ANALYSIS
1
ANALYSIS
2
Current debt outstanding
(Up to 5 loans nay be entered. If fewer than 5 exist, enter 0 In the line following 
the last loan entered and proceed to line 78.) If financial feaslbll 1y is to consider 
the Investment only, skip to line 78.
6 8. Loan A
a.
b.
c»
A e j i a ^ b -
in paymen€($p orLoa tsf*  original 
principal ($1 ,000)
68. \ 0 g m M M . 4 \
Above amount entered Is loan payment 
(«0 ) or original principal (-1)
Number of payments per year (monthly 
payments -0 )
d. Years since loan was taken out
69. a.
b.
c.
d.
Years to pay (original term 69.
of loan)  _______ _ _ _ _ _ _ _
Payments are even principal and
Interest (-0) or even principal
Interest rate------ -------- —
Will this loan be refinanced
(l»yes, 0»no)
(*n — I
u
What credit terms will be used when refin­
ancing (from lines 64-67) (1-Credit Terms I,
2 -Credit Terms II, 3«Cred1t Terms III,
4-Credit Terms IV, leave blank 1f not refinanced —
70.
b.
€.
i 8 C M *
Loan payment!$)1 or orlglnal
principal ($1 ,000) --------— -------- -
Above amount entered Is loan payment 
(■0 ) or original principal (-1) — -
9 9
1
Number of payments per year (monthly
payments » 05 — — --------- — *------
d. Year since loan was taken out
71. Years to pay (original 
term of loan)
n. m m - m M  i— u — •■— l u
b.
C 4
d.
Payments are even principal and 
Interest (-0 ) or even principal (-1) 
Interest rate — — -------------—
j
Will this loan be refinanced 
(l«yes, 0-no)
What credit terms will be used when refinancing 
(from lines 64-67) (1-Credit Terms I, 2»Cred1t 
Terms II, 3-Credit Terms III, 4-Cred1t Terms IV, 
leave blank 1f not ref1 nanced) — --------- ------
1 Enter total principal plus Interest payment 1f even payment loan. Enter principal only 
if even principal loan. If loan payment Is $10,000 or greater, original principal must 
be entered.
-66-
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ANALYSIS ANALYSIS
1 2
a. Loan payment!$)* or orig inal
principal ($1 , 000) ___ __________________
b. Above amount entered 1s loan payment
(-OS or orig inal principal (* 1) ____ _
c« Number of payments per year (monthly
payments » 0 ) — ........ ...... .......................... ......
d. Years since loan was taken o u t_____ _
72. Loan C
LINE
NO.
72. \ §
73. a. Years to pay (original 73. | | |
term of loan) _______________ 1
b. Payments are even principal and 1
Interest (*0) or even principal (*1) __ I
c. Interest rate____________!_______________ _
. d. With this loan be ref1 nanced
(l«yes, 0«no) __ .__ . ____
®* What credit terms will be used when ref1nanclng 
(from lines 64-67) (1-Credit Terms I, 2«Cred1t 
Terms II, 3«Cred1t Terms III, 4-Cred1t Terms IV, 
leave blank If not refinanced) _
74. Loan 0 . 74.
a. Loan payments($)l or original
principal ($1,000) -_____________
b. Above amount entered 1s loan payment
(“0 ) or original principal («1) ____ _
c. Number of payments per year (monthly
payments ■ 0) ----------  -------
d. Years since loan was taken out -____
75. a.
b.
c .
d.
e .
Years to pay (o rig ina l 75. I
term of loan) ----------- -------------  “
Payments are even principal and 
In te re st ( - 0) or even principal (* 1) 
In te rest r a t e ------------ --- -------
Will th is  loan be ref1 nanced
( l* y e s , 0»no) _____ _____________________ _ __________ ___
What cred it terms will be used when refinancing 
(from lin e s  64-67) (1-Credit Terms I ,  2> Credit 
Terms I I ,  3-Cred1t Terms I I I ,  4«Cred1t Terms IV , 
leave blank I f  not refinanced) - ____________________
^Enter total principal plus In te rest payment I f  even payment loan. Enter principal only
If even principal loan. I f  loan payment Is  $10,000 or g reater, o rig inal principal must
0® 611x01 @u»
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LINE ANALYSIS ANALYSIS
no. i a
U«n E _ _ _ _ _  76. „  J J „ U  J  |--------- l - L U - l
a. Loan payment(l)1 or original I I
prlnlcpal ($1,000) _ — — ------— — J
b. Above amount entered 1s loan payment
(«0 ) or original principal I®!) — — — — — J
c . Number of payments per year (monthly
payments - 0) ~~----- — ------- >------------ --------
d. Years since loan was taken o u t------— — ~ — -
77. a. Years to pay (o rig ina l term 77. I____U _  -*____U - l  l _  -1 -1- - L I - I
o f loan — :— :——
b. Payments are even principal and 
In te re st { * 0) or even principal
(■1)  ------------------ ——  ■--------— —»
c . In te rest rate —— --------------------- —  -----
d. Will th is  loan be refinanced
( 1-yes , 0-no) - —— -— -------------------------------—J
e. What cred it terms w ill be used when refinancing
(from lin es 64-67) (1-Credit Terms I, 2*Cred1t 
Terms I I ,  3*Cred1t Terms I I I ,  4-Credit Terms IV , 
leave blank 1f  not refinanced---- ------- ---------- ---- -
78. In what years w ill refinancing occur?
( I f  no entry Is made 1n th is l in e , refinancing w ill occur only 1n year 0 ). 
(0 - no refinancing , l  - refinancing)
0 1 2 3 4 5 0 1 2.3 * 5.
g. Year of refinancing debt Incurred to 
replace existing  machinery inventory 
(0 « not refinanced, 99 « every year) 1
1 Enter total principal plus In terest payment I f  even payment loan. Enter principal only 
1f even principal loan. I f  loan payment 1s $10,000 or greater, original principal must 
be entered.
i
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NO. 1
79. Crecm terms used for new Investment (from lin es 64-67)
8- BUlld1(?> Group A ”• I/W-W2|ll J
(11 j Group B ___ —  | |
ANALYSIS
2
a. . ,b c <1 e
_U_U_U_|_|_|
b.
c.
d.
e.
(111) Group C 
Equipment
Livestock or trees and vines
Land (1) Group A - ___ ________
(11) Group B _____
(111) Group C
Replacement of existing equipment (do not use 5 } ___
U  to cons1der the ,nvest"ent »*1P
80. a.
b.
Average annual amount that 80. <T
w ill be spent on replacement \****-*\Sc m L sZ{
machinery 1n future years If the 
investment 1s not made ($1, 000)*
Annual depreciation 1f the Investment 
1s not made ($1,000) ....
81. If budget generator is not usedi 81. 
a. Expected annual net cash flow if
the Investment Is not made ($1,000) — __ J
(Calculated as total cash farm Income minus
\ o — -_i____•_
b.
82.
to ta l cash expenses excluding In te rest costs)1 
Annual amount of Income that q u a lifie s  for 
capital gains treatment If Investment
is  not made ($ 1 ,000) ____________ _ ___________________
investment cred it carryover 82.
83.
($1,000)
a. Federal
b. State — _________
c* Federal taxes paid during la s t  three years 
that have not been o ffse t by Investment 
tax cred it ($1 , 000) — .
Expected annual Investment cred it
j
without expansion ($1 , 000)*
a . Federal -
b. State ___
83.
84. a.
b.
c .
Estimated annual 
excluding taxes 
Expected annual 
($1,000)*.
1 ^ - 3 1 ^ 7 1
cash Hying expenses
($1,008)* 84. W - M M W S l
nonfarm Income
Number of tax exemptions ( average 
per tax fam ily) ____ _____
ds. rr n* —
“ 6 9 ”
-17-
line analysis analysis
NO. 1 2
Section X. Modification of Assumptions1
on 11 mf6IToTOFtasrMWIcation to be pad®. If mmt enter ®0M on
line 85)
85. a. Assumption value desired 85. 1------ -•-1— 1
b. Assumption code ,---— — — ___ _______J
86. a. Assumption value desired 86. 1— -•-1— 1
b. Assumption code — — -- — ... ......... i
87. a. Assumption value desired 87. 1______ -•-I— 1
b. Assumption code —
88. a. Assumption value desired 88. 1----- - 4 — 1
fe. Assumption code -------- ____________1
89. a. Assumption value desired 89. 1------ - 4 - 4
b. Assumption code -------- ... ..........i
90. a. Assumption value desired 90. n  —  -j— i
b. Assumption cod® —— .-I
91. a. Assumption value desired 91. |----- 1— - 4 — 1
b. Assumption code -------- _____________ i
92. a. Assumption value desired 92. 1_ —  _•_!— -1 1 — - 4 — 1
b. Assumption code -— - ---- ____________ j
93. a. Assumption value desired 93. 1 1— -•-1— 1
b. Assumption code — — — — _ _ _ _ _ ___ j
94. a. Assumption value desired 94. L — 4 — 1 |____-•-l— l
b. Assumption code — — — — - __________ s
95. a. Assumption value desired 95. | _ — - 4 - - J !----- - 4 — 1
b. Assumption code — ----- ..... ...i
96. Assumption value desired 96. |------- 4 -  -  - J 1— - • 4 — 1
b. Assumption code — ----- - ___ i
lSee user's manual (Table 1) for assumptions and how to use this section.
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LINE
NO.
97. a. Assumption value desired 97.
b. Assumption code______
98. a. Assumption value desired 98.
b. Assumption code — ...............  —......
99.1/ a. Assumption value desired 99. 
b. Assumption code -_________________
ANALYSIS
1
J
ANALYSIS
2
L
Use lin e  99 to specify lin e  changes for adjusted analyses: 
Input lin e  numbers changed for Analysis 2 99. I f l L I— I— i— I— L-I
1/ Computer systems that use lin e  99 to Indicate lin e s  to be changed for adjusted 
analyses cannot use th is  lin e  for modifications of assumptions.
2  n M
™ 71“
NEWPL&N PROGRAM 50 
HAJOB CAPITA! INVESTMENT MODEL 
USING FORM 4 OF PROGRAM 50 
INVESTMENT ANALYZED FOB HENRY HOLSTEIN 
INVESTMENT IS DAIRY HERD EXPANSION 
THIS IS ANALYSIS 1
*** INPUT DATA *** 
LINE* VALUES;
1 1.5
BUILDING INVESTMENT INFORMATION
2 42000. 0. 5.
3 1. 0® 1. 1. 0. 10®
4 35000* 0. 5.
5 T. . 0. 1. 1® 0,. 10.
EQUIPMENT INVESTMENT INFORMATION
8 15000. 1. 5.
9 1® 1. 1® 1® 10. 10®
10 31000. 0. 5®
10*11 1. 1. 1. 1. 10.
12 16000. 0. 5®
13 1. 1* 1® 1. 8,, 5®
LIVESTOCK INVESTMENT INFORMATION
14 76. 85* 95,
15 105. 115. 125
16 5. 5. 5
17 5. 5. 450
18 950. 25. 0
19 ■5® 1. 1
20 9.5 475* 20
LAND INVESTMENT INFORMATION
21 Q* 40000,
22 50000.
INCOME TAX AND COST OF CAPITA! INFORMATION 
27 15® 25, 31® 1®
CASH INCOME AND EXPENSE DATA FOR EASE YEAR
38 14938.
39 38357.
40 1200. 7274.
41 380, 6110.
42 1780. 1930.
43 2639. 9510.
44 7882.
45 2398. 1838
46 2789. 3970.
47 3047. 2075*
48 3316. 2067.
49 154365.
50 15045.
51 15. 2399.
OTHER INFORMATION
52 28900.
53 82. 136. 161.
54 161. 161. 161.
55 135. 135. 135.
56 135. 135. 135.
57 29. 25. 0.
58 0. 0. 0.
59 0. 0. 0.
60 0. 0. 0.
61 0. 220.
62 15612. 76.
63 0. 0. 0®
FINANCIAL FEASIBILTT INFORMATION
64 30. 12. 0 0. 0.
65 7. 14. 0 0. 0.
68 95® 1. 0. 6
69 20. 0. 8.00 1
70 62® 1 0. 2.
71 7. 0. 13.00 1,
78 1. 0. 0. 0.
79 1. 1. 0® 2a
80 12. 15.®
81 0.0 ' 0.0
82 0.0 0.0 3.2
83 1.2 0.7
64 14.0 0.0 5.0
MODIPICATION OP ASSUMPTIONS
85 1.0 11
86 255.0 12
87 210.0 13,
33 7.0 54
89 7.0 29.
*** END OP INPUT DATA ***
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*** INVESTMENT ANALYSIS ***
1. NET PRESENT VALUE OF INVESTMENT ($) IS 8 5410
2. PERCENT AFTER TAX COST OF CAPITAL IS 8 11® 2
3. CASH f l o r :
BEFORE TAX DEPRE­ TAXABLE AFTER TAX
YEAR CASH FLOW CIATION INCOME TAX CASH FLOW
— — — — — - --- —— — — — MB O w 1m «*• -r*mA1 'u"m w
1 -6130® 18320. -25689. -4024. -2106,®
2 4504® 29631. -27970. -4024. 8528.
3 13115. 30099. -20953. -4024® 17139®
4 23497. 30408. -12265. -2954. 26451,®
5 35268. 30786® -2308. -658® 35927.
6 37737. 5325. 26223. 9988® 27750.
7 40379. 1225. 33199. 13129. 27250.
8 43979. 673. 37722,. 15240. 28738®
9 43748. 4069. 35211. 14068. 29680.
10 50351. 5458. 38566. 15634. 34717®
11 51981. 13031. 32699. 12895. 39086.
12 57647. 20730. 29012. 11174. 46473.
13 58429. 22098. 29173. 11250. 47179.
14 63679. 16618. 38707. 15700. 47979.
15 66895. 0. 58701. 25490. 41405®
TOTAL
PRESENT
FALOB
6897.
12465.
17299.
21130.
14677.
12961.
12292®
11416.
12009.
12158.
13000.
11868.
10854.
8423.
175555®
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4. INVESTMENTS (OUTLAY) :
YEAR: BUILDINGS EQUIPMENT
CATTLE
PURCHASED RAISED LAND TOTAL
—  — > - *  * *  « -------- .—  --- - -------  --------
0
1
77000. 47000. 5510. 3420. 40000. 172S3Q.0. 16050. 6302. 4574. 0. 26927.2 0. 0. 6308. 4894. 0. 11203.3 0. 0. 7215. 5237. 0. 12453.4 0. 0. 7222. 5604. Qv 12826.8 0. 26116. 0. 0. 0. 26116.10
11
0. 54883. 0. 0. 0. 54883.0. 28415. 0. 0‘. 0. 28415.
TERMINAL VALUE
TOTAL
BEFORE
TAX 21244. 63419. 154642. 137950. 377256.
AFTER
TAX 14149. 50054. 133982. 12486*. 323049.
5. INVESTMENT TAX CREDIT:
YEAR CREDIT RECAPTURE NET
1 20722.
2 3576.
3 1009.
4 1154.
5 1156.
6 0.
7 0.
8 0.
9 4179.
11 8781.
12 4546.
15 0.
152. 20570.
333. 3243.
447. 562.
539. 615.
603. 552,
404. -404.
224. “224.
80. “ 80.
0. 4179.
0. 8781.
0. 4546.
3575. “3575.
PRESENT VALUE OP MET INVESTMENT TAX CMEDIT IS: 26785*
PRESENT
VALUE
1 72930. 
24215. 
9060. 
9056. 
8388. 
11171. 
18984. 
8839.
262642.
76748.
65720.
“ 75“
6. BUDGETS 
ITEM 1 2
YEAR
3 4 5
LABOR 30923» 33088. 35404. 37882. 40534,.
FEED 38501. 58829. 66618. 86734. 109341.
MACHINE BIBB 1862. 1993. 2132. 2281. 2441.
MACHINE REPAIRS 9365. 103 07. 11335. 12456. 13678.
AUTO EXPENSE 455. 544. 643. 754. 877.
GAS & OIL 7666. 8 658. 9521 * 10463. 11489.
PDECEASED REPLACEMENTS 190 5. 2038. 2181. 2333. 2497.
BREEDING PEES 2310. 2762. 3267. 3828. 4452.
PET £ MEDICINE 3158. 3777. 4466,* . 5234. 6088,®
OTHER LIVESTOCK 11381. 13610. 16096. 18862. 21938.
LIME & PERI 11801. 13493. 14437. 15448. 16529.
SEEDS & PLANTS 3285. 3515. 3761. 4024. 4305.
SPRAT S OTHER CROP 2632. 3068. 3282. 3512. 3758.
LAND, BUILD, REPAIRS 4101. 4388. 4696® 5024. 5376.
TAXES 5838. 6247. 6684. 7152. 7652.
INSURANCE 4645. 5089. 5572. 6099. 6671.
RENT 2220. ■ 2376. 2542. 2720. 2910.
TELEPHONE S ELECTRICITY 3968. 4746. 5612. 6577. 7649.
MISC. EXPENSES 2712.- 3163. 3677. 4292. 4975.
TOTAL EXPENSES 148927. 173687® 201925. 235635. 273160®
MILK SALES 184730. 220915. 261261. 306173. 356093.
LIVESTOCK SALES 17269. 20271. 23057. 26724. 30791.
CROP SALES - EEED 1931. 2066. 0. ■ 0. 0.
CROP SALES - MON-PEED 0. 0.. 0. 0. 0 «
MISC. INCOME 2862. 3414. 3991. 4673. 5431.
TOTAL INCOME 206793. 246667. 288309. 337570. 392314.
NET INCOME 57866,. 72980. 86384. 101895. 119154.
INCREASE IN CASH ELOW -6130. 4504. 13115. 23497. 35263.
NUMBER OF CONS 85. 95. 105. 115. 125.
PRODUCTION PER CON (LBS) 15612. 15612. 15612. 15612. 15612®
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7. FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FARM BUSINESS.
YEAS
ITEM 1 2 3 4 5
BEFORE-TAX CASH FLOW 57866. 72980. 86384.. 101895. 119154
TAXES PAID -3162. 83 . 584. 2917. 4965
AFTER-TAX CASH FLOW 61G28. 72897. 85800. 98978. 114189
LIVING EXPENSES 14980. 16029. 17151. 18351. 19636
CASH AVAILABLE FOR DEET 46048. 56868. 68649. 80627. 94554
DEBT PAYMENTS: SCHEDULED 47292. 52319. 53738. 55360. 56985
INCL. MACH. 47292. 55206. 59714. 64643. 69804
REPLACEMENT
EXCESS OR DEFICIT -1244. 1662. 8935. 15984. 24749,
DEBT SUMMARY (SCHEDULED) :
0 1
YEAS
2
I
3 4 5
OUTSTANDING DEBT: 
INTERMEDIATE 102081. 115190. 108851. 100960. 90166. 68805,
LONG TERM LOANS 197157,. 196441. 195635. 194726. 193702. 192549,
MACHINERY REP. 12839. 25414 . 37534. 48967. 59435,
—— ————
TOTAL 299237. 324470. 329900. 333220. 332835. 320788,
DEBT PAYMENTS: 
INTERMEDIATE 22956. 27983» 29402. 31024. 32649,
LONG TERM LOANS 24336. 24336. 24336. 24336. 24336.
MACHINERY REP. 0. 2887. 5977. 9283 . 12820.
* * * *
FINANCING FROM
EQUITY 0. 0. 0. 0 . Q. 0,
*** END OF ANALYSIS 1 ***
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*** THIS XS ANALYSIS 2 ***
*** BATA CHANGES ***
LINE * ¥ ALOES:
49 148432.
*** END OF CHANGES ***
*** INVESTMENT ANALYSIS ***
1. NET PRESENT VALUE Of INVESTMENT ($) IS; -23259.
2. PERCENT AFTER TAX COST (
3. CASH FLOW:
BEFORE TAX DEPRE-
YEAR CASH FLOW CIATICN
1 -6882. 18320.
2 2805. 29631.
3 10339. 30099.
4 19503. 30408.
5 29900. 30786.
6 31993. 5325.
7 34232. 1225.
8 37402. 673.
9 36710. 4069,.
10 42821. 5458.
11 43924. 13031.
12 49026. 20730.
13 49204. 22098.
14 53809. 16618.
15 56334. 0.
CAPITAL IS: 11-6
TAXABLE AFTER TAX
INCOME TAX CASH FLOW
-26441. -4024. -2858®
-29669. -4024. 6830.
-23729. -4024. 14383s,
-16259. “3643® 23146.
-7677. -1997. 31897.
20478. 7553. 24440.
27052. 10339. 23893.
31145. 12170. 25231-
28174. 10814. 25896.
31036. 12119. 30702.
24642. 931 1m 34607.
20390. 7516® 41510.
19949. 7328. 41875.
28836. 11095. 42714.
48139. 20197. 36137.
TOTAL
PRESENT
VALUE
-2561.
5484.
10334.
14922.
16426.
12651.
11082.
10487.
9644.
10245.
10346.
11122 .
10054.
9189.
6966.
148392.
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4. INVESTMENTS (OUTLAY):
CATTLE
YEAE BUILDINGS EQUIPMENT PURCHASED RAISED LAND TOTAL
0 77000. 47000 . 5510. 3 420 . 40000. 172930,1 0. 16050. 6302 . 4574 . 0. 26927,2 0* 0. 6308. 4 894. 0 . 11203,3 0 . 0 . 7215. 5237. 0. 12453.
4 0. 0 . 7222 . 56 04. 0. 12826.8 0. 26116 . 0. 0.. 0 . 26116.
10 0. 54883 . 0. 0 . 0 . 54883.
11 ' 0. 28 in 5.. 0. 0. 0. 28415.
TOTAL
TEPMTWAT V AT HU
BEFORE
TAX 21244. 63419. 154642.. 137950. 37 72 5 6 .
ABTEfi
TAX 14489 . 50694. 134972. 125491. 325645.
>. INVESTMENT TAX CREDIT:
YEAR CREDIT RECAPTURE NET
1 20722. 152. 20570.
2 3576. 333. 3243.
3 1009. 447. 562.
4 1154. 539. 615.
5 1156. 603. 552.
8 0. 404. -404.
1 0. 224. -224.
8 0. 80. -80.
9 4179. 0. 4179.
11 8781. ■ 0. 8781.
12 4546. 0. 4546.
15 0. 3575. -3575.
PRESENT VALUE OF NET INVESTMENT TAX CREDIT IS t 26520-
PRESENT
VALUE
172930. 
2412 8. 
8995. 
8959. 
8269. 
10854. 
18315. 
8497.
260946 .
72724.
62775.
” 79“
6. BUDGET:
ITEM 1
L1B0B 30S23.
FEED 38501.
MACHINE HIRE 1862.
MACHINE REPAIRS 9365.
AOTO EXPENSE 455.
GAS 6 OIL 7866.
PURCHASED REPLACEMENTS 1905.
BREEDING FEES 2310.
VET & MEDICINE 3158.
OTHER LIVESTOCK 11381.
LIME 6 FEET 11801.
SEEDS 8 PLANTS 3285.
SPRAY & OTHER CROP 2632.
LAND, BUILD, REPAIRS 4101.
TAXES 5838.
INSURANCE 4645.
RENT 2220.
TELEPHONE S ELECTRICITY 3968.
MISCfl EXPENSES 2712.
TOTAL EXPENSES 148927.
MILK SALES 177630.
LIVESTOCK SALES 17269.
CROP SALES ~ FEED 1931.
CROP SALES - NON-FEED 0.
MISC. INCOME 2862.
TOTAL INCOME 199693.
NET INCOME 50766.
INCREASE IN CASH FLOW -6882.
NUMBER OF CONS 85.
PRODUCTION PER COW (LBS) 15612.
2
YEAR
3 4 ‘ 5
33088. 35404. 37882. 40534.
50829. 66618. 86734. 109341 *
1993. 2132. 2281. 2441.
10307. 11335. 12456. 13678.
544. 643. 754. 877.
8658. 9521. 10463. 11489.
2038. 2181. 2333. 2497.
2762. 3267. 3828. 4452.
3777. 4466. 5234. 6088.
13610. 16096. 18862. 21938.
13493. 14437. 15448. 16529.
3515. 3761. 4024. 4305.
3068. 3282. 3512. 3758.
4388. 4696. 5024. 5376.
6247. 6684. 7152. 7652.
5089. 5572. 6099. 6671.
2376. 2542. 2720. 2910®
4746. 5612. 6577. 7 649®
3163. 3677. 4292. 4975®
173687. 201925. 235675. 273160®
212425. 251220. 294405. 342406.
20271. ' 23057. 26724. 30791®
2066. 0. 0. 0.
0. 0. 0. 0.
3414. 3988. 4670. 5427.
238176. 278265.' 325799. 378624.
64489. 76340. 90 1 2 4 / 105464.
2805. 1033 9. 19503. 29900,®
95. 105. 115. 125.
15612. 15612. 15612. 15612.
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7 -  FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FARE BUSINESS.
ITEM 1
BEFORE-TAX CASH EXON 
TAXES PAID
50766.
- 3 1 6 2 .
AFTER— TAX CASH FLOW 
LIVING EXPENSES
53 928. 
14980.
CASH AVAILABLE FOR DEBT 
DEBT PAYMENTS: SCHEDULED
INCL. MACH.
REPLACEMENT 
EXCESS OR DEFICIT
38948.
47292.
47292 .
“ 8345 .
DEBT SUMMARY (SCHEDULED) :
0 1
OUTSTANDING DEBT: 
INTERMEDIATE 
LONG TERM LOANS 
MACHINERY REP.
102081.
197157.
115190.
196441.
12839.
TOTAL 299237. 324470.
DEBT PAYMENTS: 
INTERMEDIATE 
LONG TERM LOANS 
MACHINERY REP.
22956.
24336.
0,.
* * * *
FINANCING FROM 
EQUITY 0.* 0.
2
YEAR
3 4 5
64489.
83 .
76340.
112.
90124.
135.
105464.
2824.
64405.
16029.
76228.
17151.
899-89,
18351.
102640.
19636.
48377.
52319.
55206.
59077.
53738.
59714 .
71638.
55360.
64643.
83004 .
5 6 9 8 5 .
69804.
- 6 8 2 9 . - 6 3 7 . 6995. 13200.
YEAR
2 3 4 5
108851.
195635.
25414.
100960.
194726.
37534.
90166,
193702.
48967.
68805.
192549.
59435.
329900 . 333220. 332835. 320788.
27983.
24336.
2887 .
29402.
24336.
5977.
31024.
24336.
9283,
32649.
24336.
12820.
0 . 0. 0. 0.
* * *  END OF ANALYSIS 2 * * *
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*** THIS IS ANALYSIS 3 ***
*** DATA CHANGES ***
LINE * VALUES:
90 1,0 125.
« N O T E «  LINES 68-77 A M  80-84 HAVE BEEN SET TO ZERO.
ANY CHANGES HADE TO THESE LINES BEFORE SETTING ASSUMPTION 
125 WERE LOST. (CHANGES MADE AFTER SETTING ASSUMPTION 125 
ARE NOT AFFECTED
*** END OF CHANGES ***
*** INVESTMENT ANALYSIS ***
1» NET PRESENT VALUE OF INVESTMENT ($) IS: -23259.
2. PERCENT AFTER TAX COST OF CAPITAL IS: VI.6
3. CASH FLOW:
BEFORE TAX DEPRE- TAXABLE
YEAR CASH FLOW eiATXGN INCOME
AFTER TAX 
TAX CASH FLOH
PRESENT
VALUE
1 -6882.
2 2805,
3 10339.
4 19503<
5 29900.
6 31993.
7 34232.
8 37402.
9 36710.
10 42821
11 43924
12 49026
13 49204
14 53 809
15 56334
18320.
29631.
30099.
30408.
30786.
5325.
1225.
673.
4069.
5458.
13031.
20730.
22098.
16618.
0.
” 26441. 
-29669. 
” 23729. 
” 16259. 
-7677. 
20478. 
27052. 
31145. 
28174. 
31036. 
24642. 
20390. 
19949. 
28836- 
48139.
-4024®
-4024.
-4024.
-3643.
-1997.
7553.
10339.
12170.
10814.
12119.
9317.
7516.
7328.
11095.
20197.
-2858.
6830.
14363. 
23146. 
31897.. 
24440. 
2 3893® 
25231- 
25896. 
30702- 
34607. 
41510. 
41875. 
42714. 
36137.
-2561.
5484.
10334.
14922.
18426.
12651.
11082.
10487.
9644.
10245.
10348.
1 11 22 .
10054.
9189.
6966.
TOTAL 148392.
NOTE: Sections 4 through 6 of the output are omitted because they are identical
to Analysis 2. See pages 78-79.
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7» FINANCIAL FEASIBILITY ANALYSIS: INVESTMENT ONLY.
ITEM
YEAR
2 3 . 4 5
BEFORE-TAX CASH FL08 
TAXES PAID
-6882.
- 1 2 7 8 .
AFTER-TAX CASH FIOR 
LIVING EXPENSES
- 5 6 0 4 .
0.
CASH AVAILABLE FOR DEBT 
DEBT PAYMENTS: SCHEDULED
INCL. MACH. 
REPLACEMENT 
EXCESS OR DEFICIT
-5604.
26250,.
26250 .
-3 1 8 5 5 .
DEBT SUMMARY {SCHEDULED) :
0 1
OUTSTANDING DEBT: 
INTERMEDIATE 
LONG TERM LOANS 
MACHINERY REP.
52510.
117000.
70108.
116575.
0.
TOTAL 169510: 186683.
DEBT PAYMENTS: 
INTERMEDIATE 
LONG TERM LOANS 
MACHINERY REP.
11809.
14442.
0.
* * * *
FINANCING FROM 
EQUITY 0. 0.
*** END OF ANALYSIS 3 ***
2805. 10339. 19503. 29900.
-1165. -1093. -935. -388.
3970. 11432. 20438. 30288.
0. 0. 0, 0.
3970. 11432. 20438. 30288.
31277. 32696. 34318. 35943.
31277. 32696. 34318. 35943.
-27307. -21263. -13880. -5655.
YEAR
2 3 4 5
68928. 66965. 62986. 49457.
116097. 115557. 114950. 114265.
0. 0. 0. 0.
*■“" —— —— --------—
185024. 182523. 177936. 163722.
16835. 18254. 19877. 21501.
14442. 14442. 14442. 14442.
0. 0. 0. 0.
0. 0. 0. 0.
*** NO MORE ANALYSES - RON ENDED ***
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EXAMPLE 2: KARL VINEMAN'S PROPOSED VINEYARD DEVELOPMENT
Karl Vineman, the operator of a grape farm, is considering the develop­
ment of a new 25 acre vineyard. He has the opportunity to purchase 30 acres 
of land nearby for $1,200 per acre. The 30 acres will permit a 25 acre 
v1neyard after al1owing for roadways, headlands and some land not suitable for 
grapes. He is Interested in both the profitability (net present value) and 
the financial feasibility of the proposed investment.
Net Present Value
Karl expects the vineyard to last at least 25 years and believes it is 
unreasonable to expect the vineyard to be a profitable investment if evaluated 
over a period as short as 15 or 20 years. Therefore, he will use a 25 year 
planning period.
He has made the following estimates of establ1shment and development 
costs per acre for two varieties, Seyval and Reisling.
Establishment costs
Trellis construction (1 yr. after establishment) 
Development Costs, 1st year 
Development Costs, 2nd year 
Development Costs, 3rd year
Variety A Variety B
Seyval Reisling
$ 560 $1,470
1,170 1,170
240 260
270 280
380 400
Five acres of Seyval will be established in year 0 and 10 acres in year 1.
Ten acres of Reisling will be esfabished in year 0. Development costs will be 
expensed in the first analysis.
Karl expects to harvest a small crop in year 4 and a somewhat larger crop 
in year 5 of each planting. Beginning 1n year 6 he expects to have a full 
crop. Projected receipts and expenses per acre, in year 0 dollars are:
Seyval
Year after
pi anti ng Receipts
T “W ~
Expenses
T ~ 5 5 I T
Net Cash Flow
i n w “
5 950 750 200
6-25 1,630 1,040 590
For the 10 acres planted in year 1, these cash flows will be delayed one year.
Reisling
Year after
Net Cash Flowplanting Receipts Expenses
“T ~ W ” IK? ■
5 1,150 840 310
6-25 2,000 1,240 760
”84~
Karl believes he can handle the additional 25 acres of grapes without 
additional equipment. However, he expects his equipment repair bills to be 
higher than if he didn't make the investment. The added repair bills have
been included in the projected establishment and development costs and annual 
cash flows.
Karl estimates the terminal value of the trellis to be 10 percent of Its 
initial cost, the terminal value of the vines to be $500 per acre for Seyval 
and $1,000 per acre for Reisling and the termi nal value of the land to be the 
same as the initial investment. All estimates are in year 0 dollars.
Karl has estimated hi s cost of capital before-tax to be 15 percent. He 
expects to be in the 28% Federal tax bracket if the Investment is not made.
Karl believes that the 1nf 1 atton rate will average about 6 percent per 
year in the future and wants to evaluate the investment under that assumption. 
All costs and returns will be 1nflated at 6 percent per year.
Financial Feasibility
Karl currently has a 30 year mortgage which he obtained four years ago 
with an original principal of $92,000 and an interest rate of 11 percent. The 
mortgage will be refinanced at 12% for 30 years. The land and the cost of the 
trelns for the new vineyard also will be f1nanced at these terms. He has a 7 
year equipment loan obtained two years ago with an initial principal of 
$30,000 and an 1nterest rate of 14 percent. He does not pi an to refinance 
this loan. He plans to borrow the money for the establishment costs on a ten 
year loan at 14 percent interest. The development costs will be paid out of 
current income if expensed but financed on a 10 year, 14 percent loan if 
capitalized. Replacement of the existing equipment will be financed at 14 
percent Interest for 7 years and will not be refinanced. All loans will have 
one payment per year.
Adjusted Analysis
Development costs will be capitalized rather than expensed. See line 14.
Input Form
A copy of the input form for evaluation of Karl's investment appears on 
pages 85-96. Pages 3, 4, 5, 10, 11 and 14 of the input form are omitted 
because they have no nonzero entries. For a copy of the complete input form 
see pages 53-70. ’
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NEWPLAN PROGRAM SO {For# 4)
PROFITABILITY AND FINANCIAL FEASIBILITY OF MAJOR CAPITAL INVESTMENTS
PROGRAM
NWIE fir cilcfeflftTcs «ax1itti)"
IMVESWEHTfcm
Phene Sate
Address
LINE ANALYSIS ANALYSIS
NO, 1 ..- j _____
Section 1.
1. a. Planning period (years) 01 • » ir u
Section'll. Building Investment Information 
lUp to 3 buildings or categories of buildings
volved, enter a "0" 1n line 2 and proceed to
may be specified. If no buildings are In­
line 8.)
2. Item or group a T ’^ l U L s .
a. Total cost v - \ e i 7 s $ a \ L m  i
b. Year of purchase---------- —----— —------------- — i
(0 » beg. o f planning period;
1 * end of 1st year, etc...)
c . Recovery class (5 , 10 or 15 years) ----------- ------------
3 . a. Recovery Option Code 03. \ L m L \ m m  i _ u _ s _ i — u  _ i
Ootlon Recovery Class
Code " T ” r ~ T ^ —
-yrs depreciated over-
1 Rapid —
2 3 5 10 15
3 5 12 25 35
4 12 25 35 45
9 non depreciable
b. Recovery option code on replacement •
c . Does Investment q ua lify  for Federal 
Investment tax cred it? (0-no; l*yes)<
d. Does Investment qualify  for State 
Investment tax cred it? (0®no; l “yes)
e . Years to replacement — — -----—
( 1f  not to be replaced, enter 0)1
f. Salvage percent {% of total cost)^ „
iModel w ill replace the Item or group the number of times required to complete
2Ignoreainflat1on12hen estimating the salvage percent. The percent entered should be 
based on the value at time of trade-in I f  replaced, or the value at end of planning 
period if not replaced. I f  values are being In fla ted , the inflated value will be
calculated by the computer.
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LINE
NO.
ANALYSIS
1
ANALYSIS
2
4. Item or group B
{ 1f  none 1s to be considered, enter "0" on lin e  4 and proceed to lin e  8 ) .
a. Total cost
b. Year of purchase --
(0 = beg. of planning period;
1 = end of 1st year, etc.,.)
c . Recovery class (5 , 10 or 15 years)
__________ i
5. a. Recovery option code 
( see 3a for codes)
b. Recovery option code, replacement
c . Federal ITC (0=no; l*yes)_____
d. State ITC (0~no; l=yes)________
«■ m u w m \
J
e. Years to replacement. _  .
( I f  not to be re pi aced enter 0 )
f . Salvage percent1 2 ___________________ _
6 . Item or group C
(If none 1s to be considered, enter "0“ on lin e  6 and proceed to lin e  8 ) .
a . Total cost 06. |Q
b. Year of purchase______  .
(0 = beg. o f planning period; 
1 ” end of 1st year, e tc ...)
- I - U
j
c . Recovery class (5 , 10 or 15 years)
7. a. 07.Recovery option code 
( see 3a for codes)
b. Recovery option code, replacementJ
c . Federal ITC (O'* no; l*y e s )~ __________
d. State ITC {0=no; i*yeg)—.....
e . Years to replacement
C1 f not to be replaced enter oM  
f. Salvage percent2 .................. ......... ......
1Model w ill replace the Item or group the number of tines required to complete the 
pi annlng period.
2Ignore In fla tio n  when estimating the salvage percent. The percent entered should be 
based on the value at time of trade in I f  replaced, or the value at end of planning 
period 1f not replaced. I f  values are being In fla te d , the In fla ted  value w ill be 
calculated by the computer.
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LINE
NO.
ANALYSIS
I
Section IV B. Tree and Vine Information1
14. Are development costs expensed { * ! )  . ,
or cap ita l 1 zed (-0) :  14. |£  £  i | £  £ | l | £ l f | £ |
a. For variety  or pi anting A — ------— — “
b. For varie ty  or planting B ------- ----- — ----
Income tax recovery option used {see line 3a)2
c . For varie ty  or planting A — --------- -------
d. For variety  or planting B — ------ ---- ------
Variety or Planting A
IS. a. Acres to be established: yr. 0
b. year 1 --------- 1
year 2 -------—
year 3
16. a. Land value per acre ($100) 
( 1f  land 1s not part of 
1nvestment)
b. Establishment cost per 
acre ($100) —
c . Development cost3 per
acre : ($100) 1st year*
d.
a.
b.
s.
2nd year — -------— -— —
3rd year 17.
4th year ------------1 1
5th year -— -—  ---- ----- '
d. Terminal value of trees 
and vines per acre ($100)»-
ANALYSIS
2
u u u u
K . m e w & i  i--i-
iTMs section cannot be used I f  livestock Information 1s entered 1n Section IV K
Livestock f f i * * ^ " *  treated as 5 year property (recovery class).
jTrees and vines are automatical ly i  i  uk4Ch development costs are entered.
SESSSSas cvssvrsi m w iubskt-
^Terminal*value of trees and vines at year 0 prices.
-88-
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LINE ANALYSIS
NO. l
Variety or Planting B
18. a. Acres to fee established year 0 18. \ /0 \04 \O 0 \0  0\
b* year 1 - ______ I
c ° year 2 _
d* year 3 _ _ _ _ _ _ _ _ _ _
19. a. Land value per acre ($100) 19. \ s m m m
b* Establishment cost per acre I
c * Development costl per
acre ($100) 1st year^ ________________J
2nd year -__ __ ___
20- a* 3rd year 20.
b* 4th year — i
c * 5th year —_____________
d. Terminal value of trees
and vines per acre ($100)3 _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
ANALYSIS
2
Section V. Land Investment Information^
Tenter a ll depreciable real estate under Section I I  or IV B 
vo>ved, enter 0 " on lin e  21 and proceed to lin e  27). I f  no land purchase Is  in-
21. Item or group A j
a. Year of purchase
b. Cost ___________________
22. Terminal value at end of 
planning period 5
21 • \ & l \ P 3 6 £ i O i
22- \ a K o t ^
1 api a llza tlo n  Ukes place as of the la s t  year with positive development costs 
AH development costs occurring a fte r that date should be Included In opehatlra costs 
Zyear of developnent costs re fe r to the years a fte r establishment for each planting. 
''Terminal value of trees and vines at year 0 prices. v 9
Include value o f bare land purchased for tree and vine Investment listed In
a c t io n  iv  B*
SEnter value In year 0 d o lla rs . I f  values are being In fla te d , an actual do lla r value 
w ill be calculated by In fla tin g  the value entered. ar va,ue
- 89"
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UNE
NO.
ANALYSIS
1
ANALYSIS
2
23. Item or group B
a. Year of purchase 23. IP-1--------1
___________ _ J
24. Terminal value at end of 
planning period* 24. 1______________1
25. Item or arouD C
a. Year of purchase 25. 'L - l---------------
26. Terminal value at end of 
pi anning period* 26. I___________ -1
I U .
Section V I. Income Tax and Cost of Capital information
27. a. Cost of Capital (%) 27. u u u u
b. Federal Income tax bracket assuming 
the proposed investment Is not made-
c . State code (New York - 31) -----------
d. Number of tax families ------— ——
A ctio n  V II . Projected Increase in Cash Flow . . . , .
( I f  cash' flow Is  to be estimated by the program, enter "0" on lin e  28 and proceed to lin e  
38). Enter Increase 1n cash flow before Income taxes. (Projected Increase 1n cash re­
ceipts minus Increase 1n cash expenses.)2
28.
29.
b.
30. a. 
b.
31. a. 
b.
32. a.
Amount
Years3
Amount
Years -
28. \ M £ A @ m $ \
________________ i
i.
29- -l-l
Amount 
Years -
Amount 
Years -
so. \Q§¥i6J_\0_L\ 
_________________ ____ I
3i. \ 0 / 2 ? S l \ $ i \
Amount 
Years -
32.
__________ ;______i
- I - -
l Enter vaiue 1n year 0 d o lla rs . I f  values are being In fla ted , an actual dollar value 
will be calculated by in fla t in g  the value entered. .
2go not Include Increased sales of calves and cu ll cows nor added purchased replacements. 
3fotal of years in 28 thru 37 must equal pianning period in lin e  1.
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LINE ANALYSIS 
NO. 1 ANALYSIS2
33. a. Amount 1.11111
R 1 1
b. Yearsl - -  ____________________ J
34. a. Amount 34- l i 1 1 i 1
b. Years 1
35. a. Amount 35- 1:__________ |___|, | | |
b. Years ____ 1
36. a. Amount 36. | | | 1 1 1
b. Years 1
37. a. Amount »•' 1 I I 1 1 1
b. Years -------------------------------- -----------1
Section VIII. Budget Projection Data
(if  cash flows are entered on "lines 28 through 3 7 , go to line 64). 
CASH INCOME AND EXPENSE DATA FOR BASE YEAR2
38. Labor 38. ^ |
39. Feed 39. | |
Machinery
40. a. Machine hire 40. | — 1 - J  1 __ 1
b. Machine re p a irs 1
41. a. Auto Expense (farm share) 4!. | -  1 -1 L -  L _
b. Gas and oil
Livestock
42. a. Purchased replacements^ 42. | — L — 1 L -----1-----1
b. Breeding fees ___________ ___________  I
iTotal of years in 28 thru 37 must equal planning period in line 1.
^Adjust base year record where more or less than one year's expense is included 
i .e . ,  i f  the feed bill was paid o ff, include only those feed costs incurred ’ 
during the year. The data entered for the base year should reflect the results 
of future operation of the business i f  the investment were not made.
^Include only replacements for the presently owned herd. Exclude animals Durchased to 
increase herd size. y
- 91 -
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LINE ANALYSIS
NO. 1
Section IX Financial F e a s ib il ity  _ . . .
( I f  financia l f e a s ib il it y  ¥1T r “not be considered, enter 0 In line
l in e  85)
Credit Terms Available . . _  .
I LI s t  We credlTT^rms that w ill be used for refinancing existing  
capital purchases connected with th is  Investment. I f  a variab le 
l i s t  the initial e ffe c t ive  rate).
64.
65.
Credit Terms I ,  Lender
( real estate t . nonreaT
a. Years to repay ----------
b. In te rest rate
c.
d.
«■ \3Ct\IZ-mL\
Even principal and in te rest («0) or even
principal (=1) —--------------------- ----- ■— -
Number of payments per year (fo r  monthly
enter 0) -----------— ---------- ■
Credit Terms I I ,  Lender 
( real e s ta te _____nonreaT
a.
b.
c.
d.
__ IYears to repay — ---------------- —Interest r a t e ----------- — —— —
Even principal and In te rest (*Q) or even
principal («1) —— ■---------------- -
Number of payments per year (fo r  monthly,
enter 0) —-----------— -------------— - ■ nil
66 . Credit Terms I I I ,  Lender 66.
( real e s ta te ________, nonreal J
a. Years to rep ay------- — — ------------ I
b. In terest rate  ---------—— .................. ...........— '
c. Even principal and In te rest (»0) or even
principal (-1) -----------— -------------!
d. Number of payments per year (fo r monthly,
enter 0) — —------ —  -------------— -— ------ — —
67. Credit Terras IV , Lender 
(rea l estate , nonreal
a. Years to rep ay------- — -
67;
b. Interest rate — — — — — — — — —
c . Even principal and in te rest (*0 ) or even
principal («1) — -— ----- ---------- ■—
d. Number of payments per year (for monthly,
enter 0)
ANALYSIS
1
64 and proceed to
debt and financing 
rate is  being charged,
U - - - L L I
-92-
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LINE
NO.
ANALYSIS
1
ANALYSIS
2
Current debt outstanding
t>eJ ent! red- I f  tever «>«" 5 e x is t , enter o 1n the line followingz  s a w  ra s  s ; ,ne 78-> if *  » — * *
€8. Loan A
a.
b.
c.
originalLoan payment!
principal ($1,000) ________
Above amount entered 1$ loan payment 
(■0 ) or orig inal principal ( - 1 ) ____
68- W&tMMm
Number of payments per year (monthly 
payments - 0 )
d. Years since loan was taken out
69. a.
b.
c.
d.
e.
69.Years to pay (o rig ina l tern 
of loan)
Payments are even principal and 
In te rest (=0 ) or even principal ( - 1)
Interest r a t e ___________ _______________
Will th is  loan be ref1 nanced 
(1-yes, 0-no)
j
What cred it terras w ill be used when refin­
ancing (from lin e s 64-67) (1-Credit Terms I ,
2-Credit Terms I I ,  3-Cred1t Terms I I I ,
4-Credit Terms IV, leave blank I f  not refinanced___
70. Loan 6
>ayralht( 1 or o ria ina l T  T  ~Loan p lnt(tfl g
principal ($1 , 000) —____ ___
Above amount entered Is loan payment 
(=0 ) or orig inal principal (* 1) _____
Number of payments per year (monthly 
payments - 0 )  -
d. Year since loan was taken out
71. a. Years to pay (o rig ina l 
term of loan) ... .........
71.
u
Payments are even principal and 
In te rest («0 ) or even principal (■!) 
In terest rate — -....... ............... .
Will th is  loan be refinanced 
(l« y e s , 0-no)
What cred it terras w ill be used when refinancing 
(from lin e s  64-67) (l«Cred1t Terras I ,  2-Credit 
Terms I I ,  3-Credit Terras I I I ,  4-Cred1t Terms IV , 
leave blank If not refinanced) _________ ;___________
^Enter total principal plus Interest payment 1f even payment loan. Enter principal only 
£  entered?nC^Pa1 l0aB- I f  ™ n orig inal pHncIpa, 1 s t
-93-
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LIME km  l y s is  ANALYSIS
NO. 1 __L __-
76. Loan E 76. J „ |  j.-------- 1—1—1---- 1
a. Loan paymerst($)1 or original I
pr1 nicpal ($1 , 000) — -----------------—J
b. Above amount entered 1s loan payment
(»0) or original principal («1) — — -J
c . Number of. payments per year {monthly
payments - 01 ------— ---- —---------——— ——
d. Years s1 nee loan was taken out — — —— —-
77. a. Years to pay (original term 77. |___|__|______ I—1_| |-----1—I— "---- 1—I—l
of loan — — — — —  | j
b. Payments are even principal and 
interest (=0) or even principal
(*1) ------ — — — ---—------——  .
c. Interest rate —— ----------- --- -------*
d. Will this loan be refinanced
{l=>yes, 0®no) --------- — ---------- :--------J
e. What credit terms will be used when refinancing
(from lines 64-67) (l«C red it Terms I ,  2*Credit 
Terms II, 3*Credit Terms III, 4=Cred1t Terms IV, 
leave blank If not refinanced —  — — — J
78. In what years will refinancing occur?
(If no entry is made in th is line, refinancing will occur only in year 0).
(0 * no refinancing, l « refinancing)
llWfilllllUMl78.
0 12 3 4 5
g. Year of refinancing debt incurred to 
replace existing  machinery Inventory 
(0 * not refinanced, 99 * every year)
lEnter total principal plus In terest payment 1f even payment loan. Enter principal only 
i f  even principal loan. I f  loan payment 1s $10,000 or greater, orig inal principal must 
be entered.
-16-
UNE ANALYSIS
NO. 1
79. Credit terras used for new Investment {from lines 64-67) 
(Is Credit terras 1, 2*Cred1t Terms I I ,  3=Cred1t Terras I I I  
and 4=Credit Terms IV , 5=F1nanced from e
a
a. Buildings 7 9 . 1/
(1) Group A ____ ____  1
(11) Group B------- ----  i I
(111) Group C -— ___________  i
b. Equipment ___ ___ ._______________ ______
c. Livestock or trees and vines ._____________
d. Land (1) Group A _________ ___  ______
(11) Group R -  _______ ______
<111) Group r._____  ___________ _
e. Replacement of existing equipment (do not use 5 )
If financia l feasibility 1s to consider the investment only, skip 
lin e s 80-83 , 84b and 84c.
80. a.
b.
Average annual amount that 80. 
will be spent on replacement 
machinery 1n future years 1f  the 
Investment is not made ($ 1, 000)* 
Annual depreciation i f  the investment 
is  not made ($1 , 000) —
I
81.
82.
83.
84.
If budget generator is not used: 81. A 0. 0
a. Expected annual net cash flow if 1- -  ~
the investment is  not made ($1 , 000) ____ J
(Calculated as total cash farm Income minus 
to ta l cash expenses excluding In te rest costs)*
b. Annual amount of Income that q u a lifie s  for 
cap ita l gains treatment If Investment
is  not made ($1 , 000) — ___________ _
Investment cred it carryover
($1,000)
a. Federal ——________ ________  I
b. S ta te ________________ .
c . Federal taxes paid during la s t  three years
that have not been o ffse t by investment 
tax cred it ($ 1 , 000) ......
Expected annual investment c red it 
without expansion ($1 , 000)1 83,
a . Federal ___— ____________ __ ~
b. S ta te _______ __—____-...............  ........
a. Estimated annual cash liv in g  expenses
excluding taxes ($1, 000)*  84.
b. Expected annual non farm Income “  .
( « , ooo)l___________________ ;____________________ |
c . Number of tax exemptions ( average
per tax fa m ily )__  _ ■ ___________ „
ANALYSIS
2
b e  d
_U_IU-U-U-I
lEn ter value In year 0 d o lla rs . I f  values are being In fla te d , an actual do llar value 
w ill be calculated by In fla t in g  the value entered.
"95"
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LINE ANALYSIS
NO. 1
Section X. Modification of Assumptions*
(Enter 1Tfl" on line  following la s t  modification to be made. If none,
11ne 
85.
85)
a.
b.
a.
b.
a.
b.
a.
b. 
a. 
h
Assumption value desired 
AQciimntl on rnrip
85. [£4iai40£Vi
__________________ i
86. Assumption value desired 
Accnmnt'1 on rnrip
86. |£
____________ 1
87. Assumption value desired 87. 1— --■ -1—
... ____ !
88. Assumption value desired
Aectmrntinn rnrip
88. 1— -  -  - I—
___________1
89. Assumption value desired
Aeciinnn'H on rnrip
89. 1— - - • - l —
........ ............ 1
90. a.
b.
a.
h
Assumption value desired
Accumntlnn rnrip
90. U —
____________j
91. Assumption value desired
&eenmnt’{nn rnrip
91.
1
92* a.
b.
a.
b.
a.
b.
a.
b.
a.
b.
Assumption value desired 92. 1— -  -  - I —
- ____1
93. Assumption value desired 93. 1— - - • - I —
________J
94. Assumption value desired
Acciimn’Mo n  p o H p
94. 1— . - - • J —
!
95. Assumption value desired 
Aceumnt.1 on roHp
95. 1—
___________ i
96. Assumption value desired 
Assumption code ----- -----—
96. 1—
___ _____- J
ANALYSIS
2
enter "0" on
*See user's manual (Table 1) for assumptions and how to use th is section.
-96-
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97. a.
b.
Assumption
Assumption
Assumption
value
code -
desired
LINE
NO.
97. |
ANALYSIS
1
— - - - I—
\
98. a. value desired 98. | — _ • _ ! — J
b. Assumption code - ________________ J
99. V  a. Assumption value desired 99. j__________ j_______
b. Assumption code _____ ______ .______ _ ________________J
I--------
ANALYSIS
2
I----------I— I
Use lin e  99 to specify 11ne changes for adjusted analyses:
Input lin e  numbers changed for Analysis 2 99.
U  Computer systems that use lin e  99 to Indicate lin e s  to be changed for adjusted 
analyses cannot use th is  1Ine for modifications of assumptions.
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NEWPLAN PROGRAM 50 
MAJOR CAPITAL INVESTMENT MODEL 
□SING POEM , 4 OF PROGRAM 50 
INVESTMENT ANALYZED FOR KARL VINEMAN 
INVESTMENT IS VINEYARD DEVELOPMENT 
THIS IS ANALYSIS 1
*** INPOT DATA *** 
LINE# VALUES:
1 25
BUILDING INVESTMENT INFORMATION
2 17550. 1. 5.
3 1. 0. 1. . 1. 0. 10.
4 11700. 2. 5.
5 1. 0. 1. 1. 0. 10.
EQUIPMENT INVESTMENT INFORMATION
TREE AND VINE INVESTMENT INFORMATION
n 999 00 1. 1. 1. 1.
15 5. 10. 0. 0.
16 0. 5.6 2.4 2.7
17 3.8 0.0 0-0 5.0
18 10. 0. 0. 0.
19 0. 14.7 2.6 2.8
20 4.0
o0© 0. 0 10.0
LAND INVESTMENT INFORMATION
21 0- 36000.
22 36000.
INCOME TAX AND COST OF CAPITAL INFORMATION
27 15. 28. 31. 1.
PROJECTED INCREASE IN CASH FLOW
28 0. 3,
29 1500. ■1,
30 4600. 1,
31 12550. 1,
32 16450. 19
FINANCIAL FEASIBILTY INFORMATION
64 30. 12.0 0. 1.
65 10. 14. 0 0. 1.
66 7. 14.0 0. 1.
68 92. 1. 1. 4. 0
69 30. 0. 11.00 1. 1.
70 30. 1. 1. 2.0
71 7. 0. 14.00 0. 0.
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78 I.. 0. 0
79 1. 1. 0
80 7.
81 25.0
82 0.0 0.0
83 0.7 0.4
84 12.0 0.0
MODIFICATION OF ASSUMPTIONS
85 6.0 54.
*** END OF INPOT DATA ***
0. 0. C. 0.
0 . 2 . 1. 0 . 0, 3 .
2.3
4.0
*** INVESTMENT ANALYSIS ***
1- NET PRESENT VALUE OF INVESTMENT ($) IS 2 57392.
2. PERCENT AFTER TAX COST
3. CASH FLOW:
BEFORE TAX DEPRE-
YEAR CASH FLOW CIATION
1 -4028. 0.
2 -7360. 2651.
3 -10243. 5761.
4 -2904. 8953.
5 6156. 10837.
6 17802. 11066.
7 24735. 7298.
8 26219. 4675.
9 27792. 1184.
10 29459. 0.
11 31227. 0.
12 33100. 0.
13 35086. 0.
14 37191. 0.
15 39423. 0.
16 41788. 0,
17 44295. 0.
18 46953. 0.
19 49770. 0,
20 52756. 0.
21 55922. 0.
22 59277. 0.
23 62834. 0.
24 66603,. 0«
25 70600. 0.
CAPITAL IS: 9.4
TAXABLE AFTER TAX
INCOME TAX CASH FLOW
-4028. -1318. -2710.
-10010,. -2980. -4379,.
-16 004. -4314. -5929.
-11856. -3418. 515.
-4682. -1523. 767:9.
6737. 2421. 15381.
17436. 6740. 17995.
21543. 8480. 17738.
26607. 10735. 17057.
29459. 12066. 17393.
31227,. 12891. 18335,.
33100. 13766. 19334.
35086. 14693. 20393.
37191. 15676. 21516.
39423. 16717. 22705.
41788. 17863. 23925.
442 95,. 19119. 25176.
46953. 20451. 26502,.
49770. 21863. 27907.
52756. 23360. 29396.
55922. 24946. 30975.
59277. 26628. 32649.
62834. 28411. 34423.
66603. 30300. 36303.
70600. 32309. 38290-
PRESENT
VALUE
-2477. 
-3659. 
-452 8. 
359. 
4900. 
8972. 
9595. 
8645. 
7599. 
7083. 
6825. 
6578. 
6343. 
6117. 
5900. 
5683. 
5466. 
5260. 
5063. 
4875. 
4695. 
4524. 
4360. 
4203. 
4052.
TOTAL 116431
“ 99-
4. INVESTMENTS 
YEAR BUILDINGS
(OUTLAY) : 
EQUIPMENT
ORCHARD - VINEYARD 
TREES-VINES LAND LAND TOTAL
PRESENT
VALUE
0
1
2
0.
18603.
13146.
0.
0.
0 .
17500. 0. 
5936. 0.
0, 0 .
36000.
0.
0.
53500.
24539.
13146.
53500.
22431.
10984.
TOTAL 86915.
TERMINAL VALUE: — :----- -----------
BEFORE
TAX 12553. 0. 75106. 0. 154504. 242163. 25626.
AFTER
TAX 7532. 0. 57464. 0. 135543. 200539. 21221.
„ INVESTMENT TAX CREDIT:
YEAR CREDIT RECAPTURE NET
2 2 976 . 0 . 2 976 .
3 2103. 0. 2103,.
4 2800. 0 . 2800.
5 950. 0 . 950.
PRESENT VALUE OF NET INVESTMENT TAX CREDIT IS: 6654.
6- BUDGET:
ITEM 1
EXPENSED
DEVELOPMENT COSTS 4028.
INPOT CASH FLOS 0.
INCREASE IN CASH FLOW -4028.
YEAR
2 3 4 5
7360. 10243. 4797. 0.
0 . 0 . 1894. 6156.
-7360. -10243. -2904. 6156.
-1 0 0 -
7. FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FARM BUSINESS.
YEAH
ITEM 1 2 3 4 5
BEFORE-TAX CASH BLOW 
TAXES PAID
22472.
29.
20730.
- 1 5 6 2 .
19533.
0.
28658.
-0.
39611.
0.
AFTEB-TAX;CASH FLOW 
LIVING EXPENSES
22443..
12720.
22292.
13483.
19533.
14292.
28658.
15150.
39611*
16059.
CASH AVAILABLE FOB DEBT 
DEBT PAYMENTS: SCHEDULED
INCL. MACH. 
EEPXACEMENT 
EXCESS OR DEFICIT
9723.
25971*
25971 .
-16248.
8809.
29418.
31148.
-22339.
5240.
31050.
34614.
-2 9 3 7 4 .
13508.
31050,.
36559.
-23050.
23553.
31050*
38619.
-15067.
DEBT SUMMARY (SCHEDULED):
0 1
YEAR
2 3 4 5
OUTSTANDING DEBT: 
INTERMEDIATE 
LONG TEEM LOANS 
MACHINERY REP.
41517.
125823.
42915..
143904.
7419.
3 7434. 
156389. 
14593,
31186.
155595.
21408.
24063.
154704.
27734.
15943.
153707*
33415.
TOTAL 167340. 194238. 208416. 208189. 206502* 203066.
DEBT PAYMENTS: 
INTERMEDIATE 
LONG TERM LOANS 
MACHINERY REP.
10351.
15620.
0*
11489.
17930.
1730.
11489*
19562.
3564.
11489.
19562.
5508.
11489.
19562.
7569.
* * * *
FINANCING FROM 
EQUITY 0. 0. 0. 0. 0. 0.
***  END OF ANALYSIS 1 ***
-101-
*** THIS IS ANALYSIS 2 ***
*** DATA CHANGES ***
LINE * VALUES:
14 999 00 0. 0. 1. 1.
*** END OF CHANGES ***
*** INVESTMENT ANALYSIS ***
1, NET PRESENT VALUE OF INVESTMENT ($) IS: 57157.
2. PERCENT AFTER TAX COST OF CAPITAL IS: 9-8
3- CASH FLON:
BEFORE TAX DEPRE- TAXABLE AFTER TAX PRESENT
YEAR CASH FLOW CIATION INCOME TAX CASH FLOW VALUE
1 0- 0- 0. 0. 0. 0.
2 0. 2651. -2651. -879. 879. 729.
3 0. 5761. -5761. -1856, 1856. 1402.
4 1894. 11192. -9299. -2797. 4691. 3227.
5 6156- 15921. -9766. -2918. 9074. 5686.
6 17802. 16840- 962. 342. 17461. 9964.
7 24735- 12953. 11782. 4343. 20391, 1059 8,
8 26219. 10330. 15889. 6084 • 20135. ■ 9531.
9 27792. 3703. 24089. 9559. 18232- 7860.
10 29459. 0. 29459. 12066® 17393. 6829®
11 31227. 0. 31227. 12891. 18335. 6556.
12 33100. 0. 33100. 13766. 19334. 6297®
13 35086. 0. 35086, 14693. 20393. 6049.
14 37191. 0. 37191. 15676. 21516. 5812.
15 39423. 0. 39423. 16717. 22705. 5586.
16 41788. 0. 41788. 17863. 23925. 536 1-
17 44295. 0- 44295. 19119. 25176. 5138.
18 46953. 0. 46953. 20451. 26502. 4925.
19 49770. 0. 49770. 21863. 27907. 4724.
20 52756. 0. 52756. 23360. 29396. 4532.
21 55922. 0. 55922. 24946. 30975. 4349.
22 59277. 0. 59277. 26628. 32649. 4175.
23 62834. 0. 62834. 28411. 34423. 4009.
24 66603. 0. 66603. 30300. 36303. 3850.
25 70600. 0. 70600. 32309. 38290. 3699.
TOTAL 130886
- 1 0 2 -
4. INVESTMENTS (OUTLAY):
ORCHARD - VINEYARD PRESENT
YEAR BUILDINGS EQUIPMENT TREES-VINES LAND LAND TOTAL VALUE
0 0. 0. 17500. 0. 36000. 53500. 53500.
1 18603. 0. 402 8,. 0. 0. 22631. 20611.
2 13146. 0. 7360. 0. 0. 20506. 17009.
3 0. 0. 10243. 0. 0. 10243. 7738.
4 0. 
TERMINAL VALUE:
0.. 4797. 0. 0. 4797. 
TOTAL
3301.
102158.
BEEORE
TAX 12553. 0. 75106. CL 154504. 242163. 23391.
AETER
TAX 7683. 0. 51395. 0. 136112. 195190. 18854-
5. INVESTMENT TAX CREDIT:
YEAR CREDIT RECAPTURE NET
2 2976. 0. 2976.
3 2103. 0. 2103.
4 5315. 0. 5315.
5 2970. 0. 2970.
PRESENT VALUE OF NET INVESTMENT TAX CREDIT IS;
6. BUDGETS 
ITEM 1 2
YEAR
EXPENSED
DEVELOPMENT COSTS 
INPUT CASE FLON
0.
0.
0.
0.
0.
0.
0.
1894.
0
6156
INCREASE IN CASH FLOS? 0. 0. 0. 1894. 6156,
-103-
7. FINANCIAL FEASIBILITY ANALYSIS: COMPLETE FABH BUSINESS.
YEAH
ITEM 1 2 3 4 5
BEFORE-TAX CASH FLOW 26500™ 28090. 29775. 33456. 39611.
TAXES PAID 784. -2062. 0- -0. 0.
AFTER-TAX CASH FLOW 25716. 30152. 29775. 3345 6. 39611.
LIVING EXPENSES 12720. 13483. 14292. 15150. 16059.
CASH AVAILABLE FOE DEET 12996. 16669. 15483* 18306. 23553.
DEBT PAYMENTS: SCHEDULED 25971. 29053. 32095. 34059. 34979.
INCL. MACH. 25971. 30783. 35660. 39567. 42548.
REPLACEMENT
EXCESS OR DEFICIT ’
DEBT SUMMARY (SCHEDULED) :
-12975. ■”14113*
YEAR
-20176. -21262. -18995.
0 1 2 3 4 5
OUTSTANDING DEBT:
INTERMEDIATE 41517. 41007* 42984. 46711. 43550. 34230.
LONG TERM LOANS 125823. 143904. 156383. 155595. 154704. 153707.
MACHINERY REP. 7419. 14593. 21408. 27734. 33415.***>***.*-*•>«
TOTAL 167340. 192330. 213966. 223714. 225989. 221352.
DEBT PAYMENTS:
INTERMEDIATE 10351. 11123. 12534. 14498. 15417.
LONG TERM LOANS 15620. 17930. 19562. 19562. 19562.
MACHINERY REP. 0. 1730. 3564. 5508. 7569.
* * * *
FINANCING FROM
EQUITY 0. 0.. 0. 0. 0. 0.
*** END OF ANALYSIS 2 ***
*** NO MORE ANALYSES - RUN ENDED ***
